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OPERATION AND MAINTENANCE 


Amounts available for obligation 


1954 actual 1955 estimate |1956 estimate 


Appropriation or estimate 
Transferred to— 
“Salaries and expenses, defense production activities, 
Interior,’’ pursuant to Public Law 207. 
“Salaries and expenses, Office of the Solicitor, Interior, ” 
pursuant to Public Law 465 


$1, 600, 000 | $1, 765, 000 


— 58, 000 | 


Adjusted appropriation or estimate_- : 
Unobligated balance transferred from ” Construction, South- 
western. Power Administration,’’ pursuant to Public 





Total available for obligation 1, 542, 119 
Unobligated balance, estimated savings — 289, 92 


Obligations incurred 1, 252, 198 
Comparative transfer to ‘‘Salaries and expenses, Office of 
the Solicitor, Interior’’ 
Comparative transfer from - Continuing fund, Southwestern 
Power Administration” 


Total obligations 
Obligations by activities 


Description 1954 actual 


1. System operation and maintenance 

2. Purchase of energy and wheeling — 
3. Power contracts and rates 

4. General administration 


Total obligations 


$705, 012 
793, 221 
54, 748 
402, 063 


1, 955, 044 





2, 479, 550 1, 134,000 
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Obligations by Objects 


Object classification 1954 actual | 1955 estimate | 1956 estimate 


Summary of Personal Services 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade 
Ungraded positions: Average salary... --.....- 


Personal service obligations: 
Permanent positions 
Positions other than permanent 
Regular pay in excess of 52-week base 
Payment above basic rates 
Total personal service obligations 
Direct Obligations 


Personal services. 


on 
BB oS 


Transportation of things. _- 
Communication services... 

Rents and utility services _- 
Printing and reproduction. 

Other contractual services - 
Supplies and materials... 
Equipment 

Refunds, awards, and indemnities. 
Taxes and assessments 


Total direct obligations 


By. 
33233323255 
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Obligations Payable Out of Reimbursements From Other 


01~ Personal services 
02. «Travel 
084 Supplies and materials 


Total obligations payable out of reimbursements from 
other accounts 


Analysis of Expenditures 


1954 actual | 1955 estimate | 1956 estimate 


Obligated balance brought forward $83, 188 
Adjustments in obligations of prior years_---...------- ae 3, 626 
Obligations incurred during the year 1, 252, 198 


1, 339, 012 

Reimbursements —119 

Obligated balance carried forward —79, 770 
Total expenditures 1, 259, 123 2, 433, 270 


Expenditures are distributed as follows: 
Out of current authorizations 1, 172,309 2, 353, 500 1, 050, 000 
Out of prior authorizations 79, 770 125, 000 


Mr. Cannon. We will take up the estimate for the operation and 
maintenance of the Southwestern Power Administration. 

We have with us the Administrator, Mr. Wright, and Governor 
Aandahl. Do you have a prepared statement, Mr. Wright? 

Mr. Wraicut. Yes, I do, Mr. Chairman. 

Mr. Cannon. You may give us that statement, if you will. 
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GENERAL STATEMENT 


Mr. Wricut. Mr. Chairman and gentlemen of the committee: 
The budget estimate of the Southwestern Power Administration for 
its operation and maintenance program is $1,134,000. This esti- 
mate is based on a reorganization plan approved by the Secretary of 
the Interior. 

In accordance with this plan the staff of the Administration will be 
greatly reduced in 1956 and is expected to be able to perform essential 
functions pertaining to the operation and maimtenance of the Admin- 
istration’s transmission system. 

The program will be carried out under the following activities and 
amounts: System operation and maintenance, $425,000; purchase of 
energy and wheeling charges, $450,000; power contracts and rates, 
$55,000; and general administration, $204,000. This program is 
based on peforming the essential functions pertaining to the opera- 
tion and maintenance of the Administration’s transmission system; 
carrying on negotiations for the marketing of power with preferred 
customers and private utilities for the purchase, sale and interchange 
of electric power and energy; conducting rate studies; and providing 
customer services. 

With the committee’s indulgence I would like to discuss some of the 
details pertaining to the program and also submit supporting data 
covering various phases of the program. 

If the committee will refer to the map over here in the right hand 
side of the room, I would like to give you a brief description, and, 
Mr. Chairman, with your indulgence I am going to go into a little 
more detail because this is the first time 1 have been before this 
committee. 

While our budget is comparatively simple there are some problems 
in the Southwest that are complicated— 

Mr. Cannon. We would like to have all the information you can 
give us. 

DESCRIPTION OF SYSTEM 


Mr. Wricut. The area in which this operation occurs can be 
roughly described as the area of the square formed by the cities of 
St. Louis, Kansas City, San Antonio, and New Orleans. ral 

This comprises an area of 375,000 square miles, with a population of 
roughly 22% million people. There are 8 hydro projects, 7 of which are 
completed and in operation, 1 of which will be completed and in 
operation this summer, and a new one, the ninth one which will come 
come into operation in 1960. 

Mr. Cannon. A total of? 

Mr. Wrieut. A total of 9; 8 practically completed, and the ninth 
one under construction. 

Of this 22% million, the Southwestern Power Administration serves 
the total power requirements or the partial power requirements of 
1,920,000 of them. 

The major proportion of the people served by us are rural people in 
the REA cooperatives. We serve, in addition to that, 13 towns in 
Oklahoma, 6 towns in the State of Missouri, and 4 Government instal- 
lations. 1 will present that detail for the record. 
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In addition to the operations of the Southwestern Power Adminis. 
tration in that area, there is constructed and completed a very large 
— and transmission system in Texas known as the Brazos 

ransmission Cooperative, who own an electric steam plant, who buy 
the output of a State dam known as Possum Kingdom who have inte- 
grating contracts with some 5 or 6 utility systems, and who in addition 
purchase the entire output of the Whitney Dam project from the 
Government. 

There is a generating and transmission cooperative in western 
Oklahoma known as the Farmers Western Cooperative, who serve 
approximately 12 REA cooperatives and have a steam plant of some 
30,000 kilowatts and some 1,500 miles of line. 

Mr. Cannon. That is the plant at Anadarko? 

Mr. Wrieurt. In southwestern Missouri and in northeast Oklahoma 
there is a transmissisn cooperative known as KAMO who have a 
69,000 kilowatt transmission system serving a number of cooperatives 
in northeast Oklahoma through a contract with the Grand River Dam 
Authority. 

They serve a number of people in Southwest Missouri, and they 
secure their power supply at the present time from the Southwestern 
Power Administration. 

In addition to that there has been constructed by a large generating 
and transmission cooperative a line running north from Missouri City, 
also this cooperative is connected to the Bull Shoals Dam with 154 kv. 
transmission line owned by the cooperative. . 

There is a former cooperative which has been made a power corpo- 
ration known as the Show-Me Power Corp. operated from Ruble, Mo. 
down to Ozark Beach, serving some 19 counties in Missouri, the only 
utility in that area who buy a portion of their power from the South- 
western Power Administration and the remainder from a fifth generating 
and transmission cooperative known as the Central Cooperative, who 
have six distribution cooperatives and a system of 69 kv. lines and a 
15,000-kilowatt steam plant. 

Mr. Cannon. That is Central? 

Mr. Wricut. Yes, that is correct. That roughly describes to you 
the area involved. 

I suppose no agency in Government has ever gone in so many 
different directions and in such a short time as has the Southwestern 
Power Administration. 

In order that the committee may have a complete and full under- 
standing of everything we have, I have prepared here some material 
which I would like to put in the record, and I have copies for every 
member of the committee, Mr. Chairman. And if that may be placed 
in the record, I would like to highlight it very briefly with the infor- 
mation that I believe you will be immediately concerned with, and the 
more detailed information which you may analyze. 

Mr. Cannon. Without objection, it will be included in the record. 
You may proceed. 

(The matter referred to is as follows:) 


Unirep States DEPARTMENT OF THE INTERIOR, SOUTHWESTERN POWER 
ADMINISTRATION, TuLsa, OKLA. 


The Southwestern Power Administration, a bureau of the Department of the 
Interior, has the primary responsibility for the marketing and distribution of 
hydroelectric power and energy, produced by all federally owned dams in SPA’s 
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area of operation. In order to accomplish this overall responsibility, nowthat 
the construction program is virtually completed, SPA has been reorganized into 
three functional divisions, in addition to the Office of the Administrator. (See 
organizational chart attached.) Briefly, the three functional activities and ac- 
complishments by the responsible divisions are as follows: 


POWER MARKETING (DIVISION OF RATES AND CUSTOMER SERVICE) 


The power marketing staff establishes and maintains sales contacts with public 
and private agencies; conducts negotiations, and initiates and develops contracts 
for the sale, exchange, transfer, and purchase of power and energy, and for the 
lease or rent of power system facilities, together with arrangements for the wheel- 
ing of Government power. The staff works with staffs of private utility com- 
panies, With which the Government has contractual relationships, in order to see 
that service rendered to preferred customers for the account of the Government 
is adequate for the requirements of these customers. The staff administers power 
contract provisions; and computes and prepares invoices for wholesale power sold, 
and verifies bills received for interchange or purchase of power by the Adminis- 
tration. 

All power rates of the Administration, including those contained in contracts 
with private utility companies, expired on February 13, 1953. New rate sched- 
ules and payout studies have been prepared and submitted to the Federal Power 
Commission for approval. The Federal Power Commission has extended its 
confirmation and approval of rates until new rate schedules, now being considered, 
have been confirmed and approved. 

Contracts between the Administration and Generation and Transmission 
Cooperatives became inoperative in fiscal year 1954. These contracts were tem- 
porarily replaced by interim agreements that will expire February 28, 1955. The 
Administration is actively negotiating long-term agreements with these coopera- 
tives to be effective after that date. It is anticipated that the new agreements 
will provide for the sale of power by the Government and the wheeling of Gov- 
ernment power dy the cooperatives. 

This Administration has 56 contracts with preferred customers and private 
utility companies, in addition to the presently inoperative contracts with genera- 
tion and transmission cooperatives. However, operation has not yet begun 
under the contract with the Brazos Electric Power Cooperative for the output 
of the Whitney project, nor under the exchange contract with the Arkansas 
Power & Light Co. which provides that the entire output of the Blakely Moun- 
tain project will be delivered to the company as scheduled by the company. 
The company, in return, will deliver into the system of the Government 75,000 
kilowatts and 136 million kilowatt-hours of energy as scheduled by the Govern- 
ment. The other 54 contracts cover atotal of 165 points of delivery to preferred 
customers and 14 points of interconnection with private utility companies. 
Four of the contracts are interim contracts with generation and transmission 
cooperatives. 


The 54 contracts are broken down as follows: 


Private utility companies 4 
Generation and transmission cooperatives_.............----------- 9 
Distribution cooperatives 16 
Municipalities 20 
Government installations 5 


54 
Service to the various customers is rendered in the following manner: 


1. Direct service 
Private utility companies 
Generation and transmission cooperatives 
Distribution cooperatives 
Municipalities 


. Service through Generation and transmission cooperatives 
Generation and Transmission cooperatives 
Municipalities 
Government installations 
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3. Service through Southwestern Gas & Electric Co. 
Distribution cooperatives 

4. Service through Texas Power & Light Co. 
Generation and transmission cooperatives 
Distribution cooperatives 


Distribution cooperatives 
Municipalities 
Cpvocnsnent bnolnatietea «5 6 gon iin ck ath cde wed bees 


23 
This Administration is furnishing the entire power requirements of cooperatives 


who render electric service to about 225,000 farm and rural people, and is furnish- 
ing part of the power requirements of cooperatives who furnish electric service 
to about 700,000 people. The Administration also furnishes the entire require- 
ments of towns having a combined population of about 43,000 and part of the 
power requirements of towns with a combined population of about 110,000; also, 
the entire requirements of military installations occupied by about 50,000 people. 
Through its various contractual relationships this Administration is instrumental 
in providing all or part of the power requirements of preferred customers serving 
approximately 1,128,000 people in the Southwest. 

uring the period of January 1, 1954, to January 1, 1955, the staff handled 
a total of 16 contracts and 69 contract amendments. Of these 12 contracts and 
57 amendments were negotiated and completely processed; four contracts and 
seven amendments were negotiated and are being processed; and 5 amendments 
were dropped. 

Attached as Exhibit “‘A’”’ is a list showing the contractual commitments of this 
Administration. This list shows a total commitment on the part of the Govern- 
ment of 447,799 kilowatts of hydro power. Of the total power commitment 
130,000 kilowatts have been committed for a reasonable period of time to genera- 
tion and transmission cooperatives in order that they may work out long-term 
contracts to replace the present inoperative contracts between the Government 
and these cooperatives. 


OPERATION AND MAINTENANCE (DIVISION OF OPERATIONS AND ENGINEERING) 


The Division of Operations and Engineering formulates, develops, and executes 
policies and activities relating to production of hydroelectric power and system 
planning, location surveys, design, construction, operation and maintenance of 
the Administration’s power transmission facilities, and represents the Adminis- 
tration in intersystem power pool programs. The division is composed of three 
branches: Engineering and Planning, Maintenance, and System Operations. 

The construction program of the Southwestern Power Administration, which 
is now virtually completed, was for the purpose of building facilities to market 
the Government’s hydroelectric power in this area by integrating the hydro- 
electric projects as far as economically feasible and to build transmission lines 
making connections to the generation and transmission cooperatives and private 
utilities and a few small segments required for connection with other power 
suppliers and customers. 

he total investment in the construction program as of November 30, 1954, was 
$23,298,021. The breakdown of this investment is shown in the following table: 


Average 
Miles of line Capacity cont per Total cost 
mile 


$14, 272 $7, 875, 49 
39, 334 


1,004 miles of line, total cost of 
13 substations, total cost of.._..- Sea dndésckcawed sche a hde bec Nchaeeuc bes pay aebcckaneceeend 
5 switching stations, total cost of. 5 , 
cc ntcwennnsibnnnddeansitetitengemndandeacanebiahmeebie 
9 metering connections, total cost of 
General plant and equipment, total cost of. 
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The planning of the above facilities necessarily took into consideration the 
location and quantity of power to be marketed as well as the diversity of river 
basins. 

The hydroelectric plants constructed by the United States Corps of Engineers 
in this area are designed and built as peaking plants and are far apart in three 
river basins—the Arkansas, White, and Red Rivers. The characteristics of the 
installed plants vary between wide limits with some reservoirs having very little 
power storage capacity and others, such as Denison and Bull Shoals, having large 
reservoir capacity reserved for power. 

The first hydroelectric projects constructed and placed in operation were 
Denison (on the Red River) and Norfolk (on the North Fork of the White River). 
Bull Shoals (White River), Fort Gibson (Grand River), and Tenkiller Ferry 
(Illinois River) were constructed later and connected to SPA’s transmission 
system. Narrows (Little Missouri River), Whitney (Brazos River), and Blakely 
Mountain (Ouachita River) are in operation but not connected to SPA’s system. 
Table Rock (White River above Bull Shoals) is under construction. 

The present installed capacity of these hydroelectric plants is 499,000 kilowatts 
however, when Table Rock is completed, the total will be 583,000 kilowatts. 
The capital cost of transmission facilities constructed by SPA will amount to 
about $24,000,000 which will be approximately $41 per kilowatt when Table 
Rock is completed. 

The present grid system of SPA: 

1. Interconnects the projects in the Arkansas, White, and Red River Basins 
sufficiently to take full advantage of the diversity of stream flows, especially 
during critical dry periods; 

2. Serves the existing, authorized, and recommended projects with a minimum 
of additional mileage of transmission lines, and provides suitable locations for 
increasing the capacities of the substations and switching stations; and 

3. Connects at strategic points with the transmission systems of the preferred 
customers and private utilities so that the market loads can be served from the 
grid system. 

The backbone and main line in the grid system extends from the Denison Dam, 
near Denison, Tex., to the Norfolk Dam near Mountain Home, Ark., a distance 
of 342 miles. The Texas Power & Light Co. is served by a short line to the Payne 
substation south of Denison. This line was constructed by the United States 
Corps of Engineers, and legally transferred to SPA in 1951. 

Brown, Okla., is the first delivery point north of Denison, Tex. The Oklahoma 
Gas & Electric Co. has constructed a substation, adjacent to our switching station, 
that serves the local area. A 132-kilovolt line to Russett, Okla., connects with 
the Oklahoma Gas & Electric Co.’s system. A 66-kilovolt line west from Russett 
to Walters, Okla., delivers power to the Oklahoma Gas & Electric Co. and REA 
cooperatives. A connection at Comanche on the line to Walters, Okla., is made 
with the Western Farmers Electric Cooperative’s system. Brown, Okla., is also 
an outlet for power generated in southeastern Oklahoma. 

From Tupelo, Okla., on the main line north of Brown, Okla., a 132-kilovolt 
line interchanges power with the Western Farmers Electric Cooperative’s plant 
at Anadarko, Okla., and connects with the Public Service Co. of Oklahoma’s 
substation at Cornville, near Chickasha, Okla., and with a 132-kilovolt line built 
by the Public Service Co. of Oklahoma from Anadarko, Okla., to its new plant 
near Carnegie, Okla. 

The Weleetka substation is near the Public Service Co. of Oklahoma’s plant, 
a strategie point to connect with that system and also provides a future outlet 
for the authorized Eufaula hydroelectric plant. 

The switching station at Gore, Okla., is the delivery point for the Fort Gibson 
and Tenkiller Ferry hydroelectric plants. The location was chosen to provide an 
outlet for the future Eufaula, Webbers Falls, and Short Mountain projects. 

The Van Buren, Arkansas, switching station provides a point of delivery to the 
three utilities—Oklahoma Gas & Electric Co., Arkansas Power & Light Co., 
and Southwestern Gas & Electric Co. which purchased the Ark-La line. The 
Van Buren station also can be utilized to serve REA cooperatives. It is a future 
outlet for the Short Mountain, Ozark, and other authorized projects on the 
Arkansas River that may be installed in the nearby proposed locks and dams. 

A switching station on the main line north and west of Dardanelle would 
permit an additional connection with the Arkansas Power & Light Co., and would 
be an outlet to the Dardanelle project, which has been restudied recently by the 
United States Corps of Engineers. 
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The next substation on the main line is Bull Shoals. From Rea Valley, a point 
on the main line south of Bull Shoals, a double 154-kilovolt circuit, supported on 
steel towers, has been constructed to the Bull Shoals Dam. 

The Bull Shoals project is in operation with an installation of four 40,000- 
kilowatt units. An additional unit is recommended. The project is designed for 
an ultimate installatior of eight units with a capacity of 320,000 kilowatts. This 
plant is the heart of the hydroelectric development in the White River Basin. 
Further description of the transmission lines from this plant will be given later. 

Norfolk project, as previously stated, was one of the first two plants in operation, 
Either Norfolk or Bull Shoals can be considered the end of the main line in the 
grid system. Norfolk is connected to Bull Shoals by the main lines and stee! 
tower line; also by a line owned and operated by the Arkansas Power & Light Co. 

There is a Government line from Norfolk to West Plains, Mo., which serves 
the city of West Plains and REA cooperatives in that area, which are a part of 
the Sho-Me system. 

Another outlet built by the Government extends from Norfolk to a point near 
Idalia, Mo. This line will serve as an outlet to the recommended hydro plant 
at Water Valley where a connection is proposed with the Arkansas Power & Light 
Co. and to a high powerline south to Little Rock. 

The line from Norfolk to Idalia has a substation near Doniphan, Mo., to serve 
the nearby city of Doniphan and the local REA cooperatives. The plant, near 
Poplar Bluff, Mo., owned and operated by the M & A Power Cooperative, con- 
nects with this line near Poplar Bluff. The substation at Idalia provides an 
outlet to the M & A Power Cooperative, and also for future connections with the 
private utilities that own and operate plants near Campbell and Oran, Mo. 

Bull Shoals is planned as the control plant of the White River Basin projects. 
As described above, the “backbone,” a 154-kilovolt line, is constructed south to 
an Valley and west to Van Buren, Ark., and from Bull Shoals to Rea Valley to 

orfolk. 

The Central Electric Power Cooperative has constructed a 154-kilovolt line 
from Bull Shoals to Mansfield, Mo., where it interconnects with SPA, and to its 
plant at Chamois on the Missouri River. 

The N. W. Electric Power Cooperative, Inc., has constructed a line from Bull 
Shoals via Table Rock and Springfield, where it interconnects with SPA, to its 
plant at Missouri City on the Missouri River. 

The lines between Springfield and Mansfield substations, and between’ Spring- 
field and Carthage, have been constructed. The Carthage substation can be 
utilized to serve the city of Carthage; provides a connection with the Empire 
District Electric Co. and serves the KAMO Electric Cooperative. 

The substation at Springfield is the location of our dispatching office and 
serves the city of Springfield and the KAMO Electric Cooperative in addition 
to the above lines. 

The substation at Clinton is in operation as an interconnecting point among 
the North Western Electric Power Cooperative, the KAMO Electric Cooperative, 
and the Southwestern Power Administration. 

The United States Corps of Engineers recommended plants at Lone Rock, 
Gilbert, Cotter, Buffalo City, Table Rock, and Norfolk. These could be operated 
and controlled from the Bull Shoals Plant with short lines connecting to the 
existing grid. 

The hydroelectric projects in operation and under construction, with the in- 
stalled capacities, are shown in the table following: 


Project oa 


Kilowatts 
70,000 | Operating. 
70, 000 Do. 
17, 000 Do. 
160, 000 Do.! 
45, 000 Do. 
Tenkiller Ferry 34, 000 Do. 
Blakely Mountain 75, 000 Do. 
Whitney B ; 28, 000 Do. 


499, 000 
84,000 | Construction"started. 


1 Designed for ultimate installation of 320,000 kilowatts. A fifth unit is justified at the present time. 





~ oo oo =" 2 


—4 


9 


The Branch of Maintenance consists of three line maintenance crews located 
at Ada and Muskogee, Okla., and Doniphan, Mo., and substation maintenance 
crews located at Springfield, Mo., Muskogee, Okla., with branch headquarters 
in Tulsa. 

Each line maintenance crew consists of 9 men, whose routine duty is preventive 
maintenance. The crew separates into 2-, 3-, or 4-man segments which patrol 
the lines in its assigned area, performing minor preventive maintenance work 
on the right-of-way and structures. Necessary major maintenance or repairs 
are noted and scheduled for full-crew action as are minor jobs requiring “‘hot- 
stick” work. (The term “hot-stick’? work means any activities near energized 
conductors or equipment. The line maintenance crews also are available for 
and capable of constructing additions to the system by force account and are 
so used in those cases of minor additions when the usual contract procedure is 
not feasible.) 

These line maintenance crews have the following miles of lines to patrol and 
maintain: 

Muskogee 
Doniphan 

The substation maintenance crews consist of 4 men each who inspect, test, 
adjust, and repair equipment at substations and switching stations, and occas- 
sionally do force account work in the extension of a substation or a switching 
station. Also included in their work is testing for dielectric strength, dehydrat- 
ing and cleansing the oil in transformers, oil circuit breakers, voltage regulators, 
etc., and the general “‘housekeeping”’ of the substation buildings. 

The meter and relay men inspect, test, adjust, and repair all measuring devices 
and protective equipment on the system. The former includes kilowatt demand, 


kilowatt hour, and kilovar meters at customer’s connecting points, interconnec- 
tions with other utilities and at hydroelectric plants. The latter includes over- 
and undercurrent and over- and undervoltage, distance, phase angle, single and 
three-shot recloser, synchro check, impedance, and other relays. 

The communications men inspect, test, adjust, repair, and install radio equip- 
ment, both station and mobile, and carrier communication equipment including 
wave traps, coupling capacitors, carrier transmitter and receiver sets, telemeter- 


ing equipment, and auxiliary test equipment. 

The Branch of System Operations consists of 8 employees, who schedule and 
dispatch power to meet the load demands while coordinating to the best advantage 
the loading of the various hydro plants and the interconnections with other 
systems. Generation of 7 hydro plants, numerous major interconnections with 4 
private utility systems and customer connections necessitate 24 hours a day, 7 
davs a week surveillance, which is provided by the system operations group. 

The system communication and dispatching consist of control and telemetering 
equipment and communication, carrier, and space radio equipment. 

The control and telemetering equipment are those elements of a transmission 
system which supply the system operator with the minute-to-minute and hour-to- 
hour intelligence from remotely located points of generation and interconnection. 

The carrier current and radio communication equipment provide the means 
whereby the system operator is enabled to direct the generation at the remotely 
located plants to secure the desired production of power and energy necessary 
to meet the consumers’ varying needs, to supply the demands of other areas in 
accordance with contractual schedules, and to direct and restore service in a 
minimum time when interruptions occur. 

These facilities constitute the brain and nerve centers of the transmission system 
without which no modern utility could properly function. 

The Southwestern Power Administration is installing load-frequency control 
equipment for the two operating areas of our system, the Oklahoma area and the 
Missouri-Arkansas area. 

The equipment for the Oklahoma area, which will expand the load control 
facilities in that State, is being installed. These additions will provide automatic 
load-frequency control of dams, and indication and recording of power flow from 
dams and interconnections. 

The necessary carrier current equipment has been partially installed, load- 
frequency control equipment has been installed in Tulsa and load control equip- 
ment has been installed in Fort Gibson and Tenkiller Ferry power plants. 

_ The equipment for the Missouri-Arkansas area, which will provide complete 
indicating, recording and automatic load-frequency control facilities for the 
system load dispatching center located in our substation at Springfield, Mo., is 
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being installed. This equipment will be of the latest design, high speed, continuous 
type control and telemetering equipment and will provide the following: 

1. Automatic load-frequency control of dams and interconnections. 

2. Indication and recording of power flow from the generating plants. 

3. Indication and recording of power flow for tie lines. 

Load control equipment and the necessary carrier current equipment have 
been installed at Springfield and Bull Shoals. The equipment for Missouri City 
has been installed but is not yet in final adjustment. ’ 
+ Associated with this load contro] equipment will be the latest designed carrier 
current equipment to provide narrow band, crystal-controller frequency shift 
type carrier channels for the telemetering and control circuits from Springfield 
load dispatching office to various points of generation and transmission tie lines, 

The system operations and maintenance groups, outlined above, constitute 
the basic permanent organization required to: 

1. Transmit and dispose of the power and energy generated at the Government's 
hydroelectric projects in this area; 

2. Give dependable electric service to customers and interconnected systems; 

3. Protect the Government’s investment; and 

4. Perform these functions economically. 

The following is a brief description of the mileage, terrain, quantities of units, 
climatic conditions, and other less obvious factors to be considered. in the per- 
formance of these functions. 

Considering mileage, it is 310 road miles from Carthage to Sikeston, Mo., 
300 road miles from Walters, Okla., to Van Buren, Ark., 380 road miles from 
Van Buren, Ark., to Sikeston, Mo. Terrain: flat, sandy, dust bowl in southwest 
Oklahoma; rolling country with many streams in eastern Oklahoma and western 
Arkansas; the Ozark Mountains in northern Arkansas and southern Missouri. 
Quantities of units: 17,910 poles, 246,400 insulators, 3,400 miles of conductor, 
2,300 miles of overhead ground wire, power transformers, meters, relays, oil circuit 
breakers, voltage regulators, reactors, capacitors, carrier communication sets, 
wave traps, airbreak switches, supervisory control equipment, tap changers—the 
list stretches to great length. Climatic conditions: tornadoes, floods, freezing 
rain, heat, aridity are all hazards to combat. In 1954, the drought required 
increased vigilance and work to keep dry brush away from poles and conductors 
because of the fire hazard. Last year, tornadoes were frequent. Two years ago, 
freezing rain caused unusual damage to lines in this area. To date, however, SPA 
has been exceptionally fortunate in having only minor losses due to climatic 
conditions and fires. 


GENERAL ADMINISTRATION (DIVISION OF ADMINISTRATIVE SERVICES) 


The Division of Administrative Services formulates, develops, and executes 
policies and activities of the Administration relating to accounting, budget, 
personnel management, procurement, and property management. In addition, 
it expedites legislative matters and establishes programs for safety, and for im- 
provement in organization, methods, management, records administration, and 
reports control. The legislative activities and the programs for organization, 
procedures, management, records administration, and reports control are carried 
out in the office of the chief. The other activities of the division are carried out 
in the Branch of Budget and Finance and the Branch of Office Services. 

The Branch of Budget and Finance administers the budget plans and develops 
the Administration’s budgetary program and directs and participates in the pres- 
entation of the detailed requirements and justifications of the budget to the 
Department of the Interior, Bureau of the Budget, and committees of Congress. 
It allots funds for the various activities of the Administration; compiles reports for 
the control of the budget programs; establishes and maintains financial accounting 
records; formulates accounting procedures; develops and maintains records of 
fixed capital and accountable property by priced units; and maintains fiscal 
accounting control of materials. It controls receipt, disbursement, and applica- 
tion of funds; maintains payroll, leave, and retirement records; and prepares and 
issues financial statements and reports. 

During the fiscal year 1955, the Branch of Budget and Finance has been engaged 
in its regularly assigned functions, and in endeavoring to reduce the backlog of 
work in plant accounting. Additional workload has also been created by the 
reduction-in-force programs and the disposal of excess and surplus property. 

During the fiscal year 1956, the branch will continue its regularly assigned func- 
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tions and will still be engaged in backlog work on plant accounting. With the 
greatly reduced staff, only essential functions will be performed. 

The Branch of Office Services conducts the property management program for 
equipment, materials, supplies, and real and personal property, which program 
includes determination of supply requirements, acquisition, distribution, storage, 
accountability, management, and disposal. It develops, executes, and administers 
contracts for services, materials, equipment, and supplies, and for construction of 
such additional transmission facilities as may be required; and negotiates settle- 
ment of claims in regard to real and personal property. It conducts the personnel 
management program which includes position classification; selection and recruit- 
ment; employee utilization; employee relations and services; and performance 
evaluation; health and safety; disciplinary actions; and processes and maintains 

rsonnel records; and develops and conducts the labor relations program of the 
Administration. It provides building management and office services, including 
mail, files, records, messenger, reproduction, communication, stenographic, and 
motor pool operations. 

During the fiscal year 1955, the Branch of Office Services has been engaged in 
providing routine services for supply and property Management, personnel. and 
mail, records, communications, typing, and duplicating. In addition to these 
routine activities, a series of reduction-in-force programs are being conducted in 
order to reduce the staff of the Administration from 154 on July 1, 1954, to 94 by 
July 1, 1955. A program to dispose of excess and surplus property having an 
acquisition value of $150,000 has also been conducted. 

During the fiscal year 1956, these varied office service functions are scheduled 
to provide only those services which are essential for a stable marketing, operating, 
and maintenance program, 


Exuipit A—Contract commitments of Southwestern Power Administration 


aa Contract 
| Kilowatts | demand 
| kilowatts 


TO POWER COMPANIES 

Texas Power & Light Co 

Service to preferred customers from T. P. & L. System: 
Brazos Electric Power Cooperative, Inc 
Deep East Texas Electric Cooperative 
Fannin County Electric Cooperative 
Farmers Electric Cooperative 
Grayson-Collin Electric Cooperative 
Hunt-Collin Electric Cooperative - - _-- 
Kaufman County Electric Cooperative_ 
8am Houston Electric Cooperative 


Oklahoma Utility Cos 

Service to preferred customers under Oklahoma Utility Cos. Contract: 
Canadian Valley Electric Cooperative | 
Choctaw Electric Cooperative____.......-.--- eee ee Ck, weed mctin ake on Anas oman 
East Central Oklahoma Electric Cooperative : 
Kiamichi Electric Cooperative - -........-....---..--....--. ae pe wail 
People’s Electric Cooperative 
Southeastern Electric Cooperative 
Clarksville, Ark 
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Exuisir A—Continued 
LLL LLL LLL OLE et, 


Contract 
Kilowatts | demand 
kilowatts 


Wood County Electric Cooperative 
Upshur Rural Electric Cooperative 


TO GENERATION AND TRANSMISSION COOPERATIVES 


M. & A. Electric Power Cooperative 

M. & A. Electric Power Cooperative 

Sho-Me Power Corp 

Sho-Me Power Corp 

Brazos Electric Power Cooperative, Inc. (Whitney Project) 


Contracts under negotiation to replace inoperative contracts with Generation 
and Transmission Cooperatives 


TO OTHER PREFERRED CUSTOMERS 


North Arkansas Electric Cooperative 
Anadarko, Oklahoma 


Poplar Bluff, Missouri 
Sikeston, Missouri 
Springfield, Missouri 
West Plains, Missouri 
Altus Air Force Base 





TO ESSENTIAL INDUSTRY 
Arkansas Power & Light Co. and Reynolds Metals Co 


‘Total contractual commitments 


NARRATIVE OF ORGANIZATION CHANGES SINCE THE PRESENTATION OF BUDGET 
MATERIAL FOR FISCAL YEAR 1955 


As a result of Secretarial approval on February 18, 1954, of Survey Report of 
Southwestern Power Administration, this Administration has reorganized into 
four principal segments: The Administrator’s Office and three major divisional 
breakdowns of: 

1. Division of Rates and Customer Service. 

2. Division of Operations and Engineering. 

3. Division of Administrative Services. 

The headquarters remain at Tulsa, Okla., with field offices for transmission, 
substation maintenance, meter, relay and communication crews located at Mus- 
kogee and Ada, Okla., and Springfield and Doniphan, Mo., and a dispatching 
staff of five employees located at Springfield, Mo. SPA employment as of Feb- 
ruary 1, 1954, as presented in data for the fiscal year 1955 budget was 210 em- 

loyees. 
. The approved Survey Report directed that SPA: 

1. Discontinue, effective May 1, 1954, the Washington office and transfer all 
files and records to the Office of the Assistant Secretary for Water and Power 
Development. 

2. Take steps necessary to assure reorganization of the Southwestern Power 
Administration reducing personnel to 180 employees on or before May 1, 1954. 

3. Submit to the Assistant Secretary and to the Coordinator of Surveys within 
60 days a schedule for carrying out the further proposed reorganization as shown 
on the organization chart of the Survey Team dated January 7, 1954. Personnel 
reductions should be scheduled in an orderly manner and over a sufficient period 
of time to assure that all essential services are performed. * * * However, re- 
ductions of personnel should be accomplished as expeditiously as possible con- 
sistent with the above, 

4. In accomplishing items 1, 2, and 3, the Survey Report shall serve as a basis 
and a guide for what is to be done, 





14 


5. Prepare and submit for the approval of the Administrative Assistant Secre- 
tary the required changes in the Official Organization Handbook. Also have 
prepared the necessary delegations of authority from Washington. 

6. Submit reports on the progress in accomplishing the reorganization at 
monthly intervals to the Assistant Secretary. 

Southwestern Power Administration immediately took steps to conform with 
these six directives: 

1. Effective as of the close of business April 30, 1954, the Washington Office 
was discontinued and all files and records of that @ffice were transferred to the 
Office of the Secretary for Water and Power Developnent. 

2. On May 1, 1954, SPA employment was 179 employees, including 10 employ- 
ees, Who as of July 1, 1954, were officially ra St ht to the Office of the Solicitor 
for the Department of the Interior, leaving SPA employment at 169. 

3. SPA presented a schedule for carrying out a further proposed reorganization 
on April 12, 1954, and in so doing the Survey Report was used as a basis and guide. 

4. Material for the Organization Handbook was submitted on April 12, 1954, 
and necessary delegations of authority from Washington were submitted April 
15, 1954, and supplemented on September 7, 1954. 

5. Monthly reports, showing progress in accomplishing the reorganization, 
were submitted to the Assistant Secretary for Water and Power Development on 
March 22, April 21, May 19, June 21, July 21, August 19, September 22, October 
18, November 24, December 20, 1954, and January 19, 1955. 

SPA employment as of this last reporting date was 119. 

Attached is a copy of chart showing organization after the reductions proposed 
for March 31, 1955. 

PRESENT CONTRACTS 


Mr. Wrieut. If you will notice on page 2 of this information, we 
have 54 contracts for the sale of power, divided substantially as 
follows: 

Four contracts with private utilities; 9 contracts with generating 
and transmission cooperatives; 16 contracts with distribution coopera- 
tives; 20 contracts with municipalites; and 5 contracts with Govern- 
ment installations. 

There are two additional contracts which have not yet been imple- 
mented, one with the Arkansas Power & Light Co. for an interchange 
contract to get Blakely Mountain on our main transmission grid, and 
another contract for the purpose of disposing of the Whitney power 
to the Brazos cooperatives. 

Mr. Cannon. Those contracts have been in effect for varying 
terms? 

Mr. Wricut. That is right, Mr. Chairman. 

Mr. Cannon. Give us the longest and shortest duration. 

Mr. Wricut. The oldest contract we have is with the Texas Power 
& Light Co., through which we feed in the peaking power from the 
Denison Dam and out of which we get power back to serve the REA 
cooperatives in Texas through a wheeling exchange arrangement. 

Mr. Cannon. How long has that been in effect? 

Mr. Wricurt. Since 1947. 

Mr. Cannon. Your most recent. 

Mr. Wrieut. The most recent contract is the Whitney Dam 
contract, which is not yet implemented because a substation has not 
been completed by the cooperative to take the power. 

Mr. Cannon. About what is the term of these various contracts? 
That also varies? 

Mr. Wriaur. From 20 to 30 years, in the main, subject, of course 
to the appropriation clause by Congress, and subject also, every 
contract we have, to a rate determination periodically at no time 
longer than the 5-year period. 
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I would like to say, gentlemen, that your major problem in power 
comes in the Southwest because you have projects here which by their 
very nature produce a commodity that must be integrated with fuel 
burning generation to be used by the customers which, as you have 
said, are the preferred customers. 

These dams with the machines that have been installed in them to 
make them feasible can only produce power some 150 to 200 hours a 
month. When you produce that kind of power, it is very valuuble 
power. It is valuable to any operating electric service in the area. 

It can be exchanged for power that they have available off peak or 
during the days that their loads are not high, and that is the way that 
we have come up with a commodity that REA’s public bodies and 
public agencies which you have designated as preferred customers 
must use, because they need service 360 to 400 hours a month. 


DIScONTINUANCE OF INTEGRATION ContTrRActTs WitH G & T Co-ops 


Mr. Cannon. Has there been any default in any of these contracts 
by any of the parties? 

Mr. Wricur. Yes, sir. The contracts we have had with the gener- 
ating and transmission cooperatives, there hasn’t been a default, 
but they have become inoperative. 

Mr. Cannon. What was the occasion for the discontinuance of 
service? 

Mr. Wricurt. Congress’ refusal to appropriate the necessary funds 
to implement those contracts. 

Mr. Cannon. They could now be resumed if Congress would supply 
the necessary funds? 

Mr. Wricur. That is correct, Mr. Chairman. I think under their 
terms they would have to be resumed if the necessary funds were 
provided. That is the only reason they have been stopped. 


DESCRIPTION OF SYSTEM 


On page 5 you will notice Uncle Sam has invested in this area a 
total of $23,298,921, for which he has secured 1,004 miles of trans- 
mission lines, 13 substations, 5 switching stations, 6 metering stations, 
and 9 metering connections. 

Mr. Cannon. This investment has been in the nature of loans or 
capital construction? 

Mr. Wricur. That is appropriations by the Congress to the South- 
western Power Administration for the construction of these specific 
facilities. 

Those facilities consist substantially of the following: A line from 
Walters, Okla., running to Brown, Okla., 69 kilovolts; a 138-kilovolt 
line running from Anadarko, Okla. to Tupelo, Okla.; a 138-kilovolt 
line running from Denison Dam to Weleetka, Okla. At which point 
the voltage is stepped up to 161,000; and the line from Weleetka, 
Okla. over to the Bull Shoals and Norfolk Dams, and from the Norfolk 
Dam out to Idala, Mo. 

There is also a 69-kilovolt line from Norfolk Dam to West Plains, 
Mo., and there is a short line interconnect for the Fort Gibson Dam 
with this Southwestern Power main grid. 

Through contractual arrangements we have the right to utilize 
the entire transmission line system, and do utilize it, of the Texas 
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Power & Light Co., which roughly is the area from about Wichita 
Falls, Tex., to San Antonio, Tex., over to Beaumont, Tex., up to 
Texarkana. 

In this area we serve some 6 REA distribution cooperatives and 18 
distribution cooperatives indirectly through the Brazos transmission 
cooperative. 

We have service with two small extended lines from Corrigan to 
Diboll in Tex.; and from Garrison to Center, Tex., we are serving two 
REA distribution cooperatives there. 


SIMILARITY OF VARIOUS INTEGRATION CONTRACTS 


Mr. Cannon. In what respect do they differ from the G and T, 
generating and transmission cooperatives, you have just referred to? 

Mr. Wricut. The main difference is that we sell peaking power to 
the company and the title of the power passes at Sherman, Tex., and 
we buy back an exchange from the company under stated values in 
the contract, the kind of power that our customers need, which is 
continuous service, around-the-clock at different amounts. 

In this case, we put one unit from the Denison Dam into Texas 
with no standby. 

Mr. Cannon. What difference, if amy, was there in the use of 
transmission lines in the two categories? 

Mr. Wriaurt. In the other case we actually leased the transmission 
lines from the G and T cooperatives, and under the contracts we would 
operate the transmission lines as part of the Government system with 
annual lease payments. 

The objective to be accomplished was the same, Mr. Chairman, but 
the method of accomplishing it, the thing to be accomplished was 
integration, and everybody using all the facilities getting the maximum 
use of it. 

Mr. Cannon. The more complete the integration, the more eco- 
nomical the service? 

Mr. Wricut. The more integration there is the cheaper it is for 
anybody in the area. That is almost agreed to now, I think, by 
everybody, but there was a great deal of difference in the first place. 

I would like you to know, for example, at the time the Southwestern 
Power Administration proposed an interconnecting grid there were 
ideas that it would not be used. It is now used by the companies 
almost as much as it is used by the Government. 

For example, the Public Service Co. of Oklahoma utilizes as part 
of its feed from a large plant at Carnegie, Okla., into the rest of its 
system the exchange power from Anadarko just as much as their own. 

The Oklahoma Power & Gas Co. uses our line from Brown out to 
Walters and back up to Weleetka. 

Mr. Cannon. That is to your mutual advantage? 

Mr. Wrieut. Yes, sir. Everybody lets everybody’s power flow in 
these programs. 

If you opened my switch at Tupelo, Okla., every county in the 
Southwest would take a part, which they did, and the Public Service 
Co. had the longest outage they ever had in the history of the 
company. 

62227—55——2 
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ADDITIONAL LINES NOT NEEDED 


Mr. Cannon. There is no need to build additional lines to supply 
service as under the original contract? 

Mr. Wriaeut. It is not. We have not asked for any construction 
money. I will show the committee before I get through that South- 
western has returned money to the treasury every year out of every 
appropriation we ever had for construction. 


RATE INCREASE 


Mr. Cannon. You say the Government has $23,298,021 invested, 
The Government expects to get all of that back? 

Mr. Wriaurt. Yes, sir. 

, Mr. Cannon. These are amortization contracts, amortization 
oans? 

Mr. Wrieut. We have to set up a financial requirement in the 
determination of our rates which will repay our cost of operation: 
The Army’s estimated cost and actual cost of maintenence and opera- 
tion on the 9 projects that we are marketing from, the capital invest- 
ment of the transmission lines and the capital investment allocated 
to power on the dams in 50 years at 2% percent with a replacement 
value and with the various tax items in them as they have now been 
agreed to in the various policies of repayment. 

Mr. Cannon. Up to this time all of them have met their obliga- 
tions and amortization has proceeded without interruption? 

Mr. Wriacut. No, sir, that isn’t quite true. About a year ago we 
arrived at a situation where we were faced with the necessity of in- 
creasing our rates. 

The consumers of the Southwest had known we had faced that 
situation for about 2 years. I had been discussing it with all of them 
and working with them through their advisory committees. 

Mr. Cannon. What was the reason for increased costs? 

Mr. Wricur. Primarily increased costs in the projects that produce 
this power. I will put in the record, Mr. Chairman, if I may later 
on, the estimated cost of these projects when they were authorized, 
the estimated cost when our initial rates were fixed, and the estimated 
cost of them today. 

Mr. Cannon. What brought about this change under which it was 
necessary to increase the rate? Was that due to matters over which 
you had no control, or over which the cooperatives had no control? 

Mr. Wriaeur. I think so. 

Mr. Cannon. What was the nature of these increases? Was it 
increases in services or material 

Mr. Wricur. I think that, plus additional conditions that de- 
veloped in the construction of the dams where they cost more than 
they were originally estimated to cost. 

Mr. Cannon. The dams were under construction? 

Mr. Wriaeur. Yes. 

Mr. Cannon. What were those dams? 

Mr. Wricur. They are the Norfolk Dam in Arkansas; the Bull 
Shoals Dam in Arkansas; the Fort Gibson and Tenkiller Dam in 
Oklahoma; the Denison Dam between Oklahoma and Texas; the 
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Whitney Dam in Texas; the Blakely Mountain Dam in Arkansas; 
and the Narrows Dam in Arkansas. 

Mr. Cannon. When will the dams be completed; or when were 
they completed? 

Mr. Wrieur. All are completed now with the exception of Blakely 
Mountain. That will be finished this summer. The cost on those are 
pretty definite and pretty complete. There have been some changes 
in the method of cost allocation to power which has raised the amounts 
allocated to power to some extent, but that hasn’t been nearly so com- 
pelling a reason as has been the overall increase in the cost of the 
projects. 

The only good news in that regard I have for you is that I believe 
the Army has recently awarded very favorable contracts on Table 
Rock, which indicates it may be constructed for some $10 million less 
than the original estimates, I believe I heard that in the hearing 
yesterday. 

We actually expected to have to raise our rates from an average of 
about 5.6 for continuous service and 7% for peaking power to about 
8.5 mills for peaking power and as much as 7% mills for continuous 
service, depending on how well we worked out this integration. 

Mr. Chairman, if you don’t have integration this power is priced 
out of the market before you start. There isn’t any question about 
that. That was the immediate thing that we found in the Southwest 
when we first inherited this power marketing job. 

I might say that I did inherit it. I was sent down there on a State 
project the start of the last war to find out what could be done about 
P= 

Mr. Cannon. Our information is that the production of electric 
power is today cheaper than it has ever been before in the history of 
the industry. Is that due to modern improvements, modernization 
of machinery and methods, cost of fuel, that we today produce power 
at a cheaper rate than ever before? 

Mr. Wricurt. The capital investment in power plants has gone up 
for the same type of plant, but recently the industry has been building 
what is known as outside power plants which has brought the capital 
investment down fairly close to where it once was. 

The fuel costs are going up. All operating expenses of operating 
power plants, such as labor, materials, supplies, and replacement 
costs, have gone up. 

Most of the companies have either already asked for rate adjust- 
ments upward or have had rate adjustments upward through fuel 
clauses or are considering doing that, almost exactly in line with what 
has happened to us in the cost of the dam. 

Mr. Cannon. Fuel costs do not enter into the production of hydro 
power? 

Mr. Wricur. No, sir. 

Mr. Cannon. They constitute a factor only with thermo power. 
What fuels are used, coal, gas or oil? 

Mr. Wriaut. In the major portion of our area, Texas, the southern 
half of Oklahoma and the entire lower half of Arkansas and Louisiana 
are what we call our low gas area. 

In that area the fuel costs probably approximate 1% mills a kilowatt; 
in the upper half of Arkansas and Oklahoma you have a higher gas 
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consumption and an occasional switch to some other form of fuel. 
In that area you probably have a fuel cost of 1% mill to 1%. 

Mr. Cannon. How does that compare with 1 year ago and 2 years 
ago? 

.< - Wricut. I would say it is about a quarter to a half mill 
igher. 

Mr. Cannon. Is the rate fixed by the company producing it or is 
it fixed by State or Federal agencies 

Mr. Wriaar. It is fixed by the changes in gas rates. I don’t know 
if they are regulated or not. I don’t know if anybody else does either. 

mr. Cannon. You don’t have public service agencies wihch adjust 
rates! 

Mr. Wricut. Arkansas has a regulating commission. The State 
of Texas does not. Oklahoma has one. 

Mr. Cannon. The State of Missouri has one. 

Mr. Wricut. Yes. 

Mr. Cannon. Have these agencies officially passed on the increased 
rate: 

g Mr. Wricut. Yes, I am sure they have. 

In the Missouri and Kansas area 

Mr. Cannon. Where is the coal area? 

Mr. Wricut. That is Missouri and Kansas. Take the upper Ar- 
kansas State line and the upper Oklahoma State line and you are 
getting in the coal and oil burning areas of power production. 

In the net, the fuel cost will range anywhere from 2 mills a kilowatt 
hour up to 3% and maybe as high as 4. That was one of the reasons 
that seemed to justify, in our opinion, in the initial thinking of this 
study, and in the opinion of the Federal Power Commission, that 
this hydro power should, if possible, be moved into the high fuel cost 
area to assist in balancing that condition in the Southwest. 

If the committee will refer to page 10 

Mr. Cannon. We were discussing this $23 million investment. 
You say all these loans were being amortized, all obligations were being 
met promptly until a year ago. What change took place a year ago? 

Mr. Wricur. A year ago we weren’t taking in enough money to 
show amortization of the total cost. We realized rates had to be 
raised. New rates have been under study by the organization, as I 
said, for almost 3 years. 

They have actually been filed with the Federal Power Commission. 
We have been working with the staff of the Federal Power Commis- 
sion continually for a year in the development of new rates. 

Mr. Cannon. Who reached the determination that it was nec- 
essary to increase rates? 

Mr. Wricut. I recommended it initially, Mr. Chairman, and | 
think the Department agreed with me. 

Mr. Cannon. It is done on your recommendation? 
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Mr. Wricat. That is correct, sir. In addition to that, before 
submitting formal recommendations, as I said, they have an advisory 
committee on power in the Southwest composed of the consumers. 
And in many meetings with those people the reason for the rate 
changes were discussed at great length, and I think those consumers 
realized that a change in rates was going to be necessary, and the 
reasons for it. 

Mr. Cannon. The increase in rates you recommend control. But 
there have been no deficits up to this time? So far all obligations 
have been met when due? 

Mr. Wriaur. That is correct. 

Mr. Cannon. But this change which came about a year ago indi- 
cates that you must raise rates or that you propose to raise rates in 
order to avoid a deficit. Have those rates gone into effect? 

Mr. Wriaut. They have not. 

Mr. Cannon. And until they do go into effect 

Mr. Wricur. We will show that we are not making enough money 
to repay into the treasury as much money as we ought to be doing 
until we get these new rates approved. 

The reason for the delay in the rates, quite frankly, is we haven’t 
been able to find out just which way this power program is going. 


CONSTRUCTION AND OPERATING COSTS 


Mr. Cannon. You reported two instances in which contruction 
costs were less than had been estimated, notably at Table Rock, 
where costs were $10 million less than the estimates on which we 
based our appropriation. 

Does that situation obtain generally? Is there a similar decline 
all over the country in construction costs? 

Mr. Wriear. r lien no knowledge of that. The advantage to us 
from Table Rock will not accrue until Table Rock starts producing 
power, which will be in 1959 or 1960. 

Mr. Cannon. Construction costs must be a basis on which you 
adjust rates. Is this decline in construction costs also reflected in 
operating costs? 

Mr. Wriaut. No, sir, it is not. 

Mr. Cannon. There has been no decline in operating costs? 

Mr. Wricut. No, sir. If anything, there has been increases 
because the salaries never go down butalwaysgoup. In addition to 
that, the items which you buy are just as high as they ever were for 
operation, but the construction cost that we are basing our rate 
increase on, is the construction cost of completed dams. 

There should be no further change in those. I think it is probabl 
going to shock the committee—I don’t like to shock you, but I think 
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I am going to shock you when I tell you that some dams you author- 
ized for $13 million cost $42 million. That is one of the problems we 
are up against in marketing this power. 

I do not say that critically. I am just pointing out a fact of life. 
Whether the dam was not sufficiently studied before we got into it, | 
don’t know. But I have the complete cost which I will place in the 
record of these dams in my statement to the committee, and I think 
you will see what has occasioned the situation that makes us change 
our rate base. 

Mr. Cannon. We would like to know very much how it happens 
that estimates by the Corps of Engineers, considered to be the last 
word in accuracy, were so incredibly mistaken. 

Had there been an error of a few million dollars we might have 
accepted that as a minor variance to be expected, but when a differ- 
ence of you say $11 million and $39 million—— 

Mr. Wrieurt. $13 million and $42 million. 

Mr. Cannon. That is too great a discrepancy to be explained by 
any minor miscalculation. 

r. Wrigut. I think perhaps, Mr. Chairman, it was the fault of 
the system, which I believe-your committees in the last few years have 
corrected. 

We had a system I believe at the time these dams were started where 
an initial report was made and a perliminary estimate was made, 
and we undertook construction of the dam as soon as possible, as soon 
as anybody from that district could get an appropriation. 

Then, as we went along with the dam and the Army discovered 
things that must be incorporated in the dam to make it a safe struc- 
ture, and a usuable structure, we came up with these answers. 

The dam that came nearest was the Norfork Dam. 

Mr. Cannon. The committee is interested in the general situation 
over the country. We are particularly interested in this case. Our 
inquiry here goes to the construction of the Norfork Dam and the 
Little Shoals Dam. What is the third dam there? 

Mr. Wricut. Denison Dam. 

Mr. Cannon. How much did they ultimately cost in comparison 
with the estimate which was given us at the time the appropriation 
was requested? 

Mr. Wricut. The Norfork Dam at the time of authorization was 
estimated to cost $27,500,000. 

Mr. Cannon. It actually cost-how much? 

Mr. Wrieut. It actually cost $28,700,000. The estimate at the 
time rate A was filed was $26,323,000. They thought it was going to 
cost a little less. 

The Denison Dam originally was estimated to cost $53,481,000. 
It actually cost $60,196,000. 

The ones that I referred to a while ago, which is one of the dams in 
our area, the Whitney Dam was originally estimated to cost $10,- 
150,000. The present estimated final cost of it is $40,708,000. 

Mr. Cannon. Give us those figures again. 

Mr. Wricut. Whitney Dam in Texas was originally to cost $10,- 
150,000. The present estimated completed cost is $40,708,000. 

The Fort Gibson Dam in Oklahoma was originally estimated to cost 
$13,700,000. The present estimated final cost is $42 million. 





Mr. Chairman, 
have them here. 
Mr. CANNON. 
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They will be included in the record. 


(The matter referred to is-as follows: ) 


I know you are going to want these figures. 


Estimated construction cost of hydroelectric projects in area of Southwestern Power 
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1 From Corps of Engineers Report 1948. Whitney Dam not included when rate A was filed. 
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Mr. Cannon. For the purpose of ratemaking, what was your base? 
Was your base the estimated cost or the completed cost? 


Mr. Wricut. We have compared that in this tabulation. 


For 


example, on the Norfork Dam, at the time rate A was filed, we based 
it on the completed cost of $26,: 323,000. The completed cost was 
$28,700,000. 

Mr. Cannon. When was it completed? 
completion? 

Mr. Wricur. I believe that it started producing power with the 
first unit in March of 1945. 

Mr. Cannon. That is 10 years ago, and it is only 1 year ago that 
you began to change your rates. 

Mr. Wrieutr. You notice the Norfork Dam was not much of an 
increase. Rate A would have handled that. 

Bull Shoals Dam, which recently came into production, was esti- 
mated to cost, at the time rate A was filed, $34,500,000, and at the 
present time it is $78,700,000. 

Mr. Cannon. You told us there was a reduction of $10 million in 
the expected cost of that dam. How does that fit in? 

Mr. Wrieut. Bull Shoals was supposed to be an entirely different 
dam when rate A was filed. Bull Shoals, if applied into our costs 


What was the date of 
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before this contract was awarded, would: have been even more dis- 
astrous than it is. 

Mr. Cannon. Table Rock is not yet a part of your system. We 
have merely begun construction. ow could it affect rates estab- 
lished 10 years ago, in 1944? 

Mr. Waicar. It could affect them this way. Any time I bring in 
a new power system into a system where I am selling at a new rate, 
if the power system is going to cost me more than the power system 
I,am selling from, I will have to raise the rates. 

Mr. Cannon. It won’t come in for 3 years? 

Mr. Wriceur. That is right. 

Mr. Cannon. Why should we go back a year ago to raise rates 
when those that were completed in 1945 have been running 9 years 
without change, and Table Rock, on which you propose to base an 
increase in rates, will not come into production for 3 years? 

Mr. Wrieut. Table Rock is just one of a number of others. In 
addition to that, in the rate structure we have proposed to the Federal 
Power Commission, a certain discount is proposed in those rate 
structures until the Table Rock Dam does come in. 

Mr. Cannon. Mr. Wright, that is a remarkable system of reason- 
ing. You proposed a year ago to increase rates because at that time 
the cost of production required an increase in rates. But the power 
which is produced is from dams which are completed in 1945 

Mr. Wrieut. That is only one, Mr. Chairman. 

Mr. Cannon. And the increase upon which you rely, the cost of 
the Table Rock Dam will not yet come into production until 1961. 
How could 1945 dams or 1961 dams warrant a change in rates a year 
ago? 

Mr. Wrieut. Very simply because for the first years of marketing 
from the Southwestern Power Administration our power was secured 
from the Norfork Dam and the Denison Dam. 

The Norfork Dam at the time rate A was filed was estimated to 
cost $26,323,000. It actually cost $28,700,000. 

Mr. Cannon. That is water over the dam. That was 10 years ago. 

Mr. Wricut. And we would never have had to change rates if 
the rest of them had not exceeded their original cost any more than 
Norfork did. 

Mr. Cannon. When it became evident that you had to change 
your rates, and you say you reached that conclusion a year ago—— 

Mr. Wricnat. I said, Mr. Chairman, I believe I said, I meant to 
say, that we had been working on this rate situation for about 3 years, 
had been discussing it with the users for about 3 years, and for a year 
had been actively working to file a rate with the Federal Power 
Commission to accomplish this objective. 

The thing that has held our rate filing up is not the knowledge that 
we didn’t have to increase it, but the knowledge in what direction 
was this power going to be disposed of so we would know how we 
had to increase it, because it is vitally affected also by the amount 
of integration we get out of it. 

Mr. Cannon. Certainly you cannot be expected to sell current 
at less than it cost to produce it. That is fundamental. 

As to the management and the administration which has brouglit 
about this increased cost, that, of course, is another matter. 
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EFFECT OF RATE INCREASES ON REA CO-OPS 


What we are concerned with here is that these cooperatives were 
meeting their annual payments promptly, that they were slowly but 
surely reducing their obligation to the Government, and with uninter- 
rupted rates would probably even before the date, certainly by the 
date of expiration—you say 50 years? 

Mr. Wriaut. Yes, sir. 

Mr. Cannon. They would have paid out. 

The increase in rates will produce a situation under which they can- 
not meet their obligations, under which they cannot complete amorti- 
zation, and will go bankrupt and be put up for sale to the highest bid- 
der. That is the crux of the situation. 

Do we have anything except this tabulation you have given us here 
at page 5 of your ‘Southwestern Power Administration material for 
budget presentation, fiscal year 1956,’’ upon the investment of the 
Government? 

Mr. Wriaut. Yes, sir. 

Mr. Cannon. And the extent to which payments are being met or 
which payments are being defaulted? 

Mr. Wriaut. As far as the Southwestern Power Administration is 
concerned, which has nothing to do with the cooperatives not paying 
their obligation, we have furnished the committee with the complete 
payout studies of the Southwestern Power Administration and the 
proposed rate schedules which will achieve sufficient revenues to 
enable us to pay out. 

That has the result of increasing our present rate from about 5.6 
mills to an REA cooperative to 6.44 mills after the Table Rock Dam 
comes in. 

After the Table Rock Dam comes in it is estimated that the rate 
would be about 7.13 mills per kilowatt-hour. If we can secure some 
advantages in integration beyond those counted upon in that payout 
tudy, we would perhaps be able to avoid the second-step increase. 

Mr. Cannon. There is a possibility then of avoiding it? 

Mr. Wricut. The second-step rate increase, yes, sir; in my judg- 
ment. 

POWER MARKET 


Mr. Cannon. Your volume of business is increasing? 

Mr. Wrieut. No, sir; it will not increase any more until Table 
Rock comes in, because the amounts of power which we have available 
are either committed or have been utilized in short-term contracts up 
until commitment in its entirety now. 

We haven’t let any water go by in the Southwest. We have sold/all 
our power all the time. 

Mr. Cannon. In other words, you are short of power? You have a 
greater demand than you can supply? 

Mr. Wriaur. Yes, sir. 

Mr. Cannon. There is a wider market than you are able to service. 

Mr. Wriaut. For hydro power, which is the peaking type of power 
in the Southwest, there is no doubt that we can within a week sign 
contracts, firm contracts, for the entire output of the Table Rock Dam 
and for two new units at Bull Shoals, if the Congress saw fit to put 
them in there. 
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Mr. Cannon. As your territory expands, as your number of con- 
sumers grows, and as your production increases, you are able to supply 
power at a lower rate? Your rates are lower in proportion to volume 
of business? 

Mr. Wrieut. That is true to the extent that you don’t have to 
increase the system that you utilize in supplying that. 

In this case, Mr. Chairman, when we entered the integrating con- 
tracts with the companies, they resumed the responsibility for loading 
their system. 

When we entered the contract for the generating and transmission, 
the Government assumed the responsibility of loading those systems. 

When those systems are loaded, they are most economical, and you 
can deliver power at the lowest cost. 
= ANTICIPATED INCREASES 

In my judgment, we have to go up at least to the approximately 
6\4-mill rate because of the change in the estimated cost of the dam. 
That isn’t very much of an increase. 

Rate A had some margin in it to start with. We are absorbing 
quite a lick. In addition to that, this vear, with all the water records 
that were available up to the current drowth, Southwestern Power 
and all other engineers who computed it, computed we had 1 billion 
14 million firm peaking hours of hydro to sell. 

At the peak of the drought during this last year, when our water 
situation was desperate, the Secretary of Interior had not only the 
experts of Southwestern Power Administration but all the experts 
available in the Department make a water study of the changed 
potential in the Southwest because of the current drought, and we 
now have instead of 1 billion 14 million, 780 million peaking hours to 
sell, which is another lick we have just taken in our efforts to find the 
answer of lowest cost power down here. 

Mr. Cannon. What is the maximum rate you propose to charge? 

Mr. Wriaut. Until Table Rock Dam comes in the rate would be 
about 6.44 mills a kilowatt-hour to REA cooperatives served under 
contracts with the Government. 

Our present rate is about 5.6 mills. 


Mr. Cannon. What would your rate be after Table Rock comes 
in? 

Mr. Wricut. It is proposed to be a rate of 7.13 mills, which is 
a further increase of about a half a mill per kilowatt-hour. 

Mr. Cannon. That is due to the increased cost of the dam, 
although the dam is costing less than expected? 

Mr. Wricut. No, Mr. Chairman, it is not. It is due to the fact 
that the 7.13 mills would probably be the base rate you would estab- 
lish today if you weren’t trying to work your way out of a very tough 
power situation we have down there in letting the loads build up in it. 

My hope is that this 10 percent discount from 7.13 mills down to 
6.44 mills can be continued after Table Rock comes in. Every evi- 
dence from Table Rock now is that Table Rock ought to help us some. 

Mr. Cannon. Help you not only in production but also in rates? 

Mr. Wricut. Yes, sir, it ought to. 
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EFFECT ON CONSUMER 


Mr. Cannon. What is the effect upon the consumer when you 
run your rates from 5.5 up to 6.4? 

Mr. Wrieut. I would say that in this area now, the people in the 
Missouri and Kansas areas are paying, and have been paying, except 
for the last few months when they have buying from us, a very much 
higher rate than that. 

In the Arkansas area and in the Oklahoma area and in the Texas 
area, the members of this G and T in Texas have been paying 7.2 
mills. That is their base rate. The other cooperatives in this area 
have been buying from us at the 5.6 rate, and all the companies have 
comparable rates to ours. 

So, the effect of it will be that everybody’s rates in this area is 
going to find a new level of 6.44 or 7 mills, and the companies are 
going to have to do that through their fuel adjustments. They are 
already doing it. 

Mr. Cannon. We had a visitor here in Washington from southern 
Missouri a couple of weeks ago. In talking to the Missouri delegation— 
the Missouri delegation happened to be in session and he visited with 
us, he said that within the last 30 days that in his cooperative—he 
had been the unpaid official of this cooperative, I think he said, for 
8 or 10 years—they had lost 315 subscribers because the farmers were 
not able to pay for the current. 

Of course, we understand, and you understand, it is not necessary 
to emphasize tbe fact that the last thing in the world that a farmer 
would give up, next to his wife and children, is power. 

It has become almost as essential as light, water and heat. The 
last thing a farmer would surrender would be power. They were 
unable to pay and discontinued service. 

I said to him, “‘Now they are proposing to increase the rates from 
ne to 10.2, the rate Union asked Central. What effect will that 
1ave?”’ 

He said, “‘I will lose another 500 consumers. They can’t pay the 
increased rate.”’ 

Have you estimated what reduction the increased rate will make in 
the number of customers you supply? 

Mr. Wrieut. Mr. Chairman, I wouldn’t be in agreement with that 
conclusion. 

Mr. Cannon. I am quoting a man here who for 8 or 10 years has 
been the unpaid official on the board of a cooperative in Southern 
Missouri, in Congressman Carnahan’s district. That is what he told 
us. J am certain that what he said could be relied upon. 

He said that he had lost 315, and if we increased it from 5.5 to 
10.2 he would lose another 500. Do you think that obtains through 
your territory generally or is that perhaps a local situation? 

Mr. Wrieut. If I would correctly analyze that, from my view of 
it, Mr. Chairman, I would say that the ordinary farmer probably 
uses about 200 hours of electricity a month, and at a 1 mill increase 
per kilowatt-hour that would be 20 cents on his electric bill. 

If he is going to give up his electrical service for a 20-cent increase 
in his bill, he doesn’t think much of his wife and kids. 

Mr. Cannon. He didn’t mention wife and kids. That was my 
comment to you. But he said 315 had discontinued service. 
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Mr. Wricut. There is a serious problem here. I wanted to bring 
it out this way. There isn’t any doubt that every REA cooperative 
in the Southwest is facing a very difficult time. 

We have had a drought down in the Southwest the like of which 
no man has ever seen before, and in your country springs that people 
have known to have had water in them for 100 years have gone dry, 

The farmers in that area have in order to eat, moved off their 
farms, left their electrical connections there, and there are many 
cooperatives in Missouri that have 1,000 dead connections now. 

In order for the cooperative to succeed, so that it will be there when 
the farmers come back, and continue for those who are making it 
with their cows and their chickens and other ways, and it isn’t only 
Missouri, everywhere down there has been hit badly, we have to do 
everything we can to keep these rates down to these people as low as 
we can. 

That is one reason the Secretary of Interior agreed to the recom- 
mendation of the Southwestern Power Administration, that a discount 
be placed in this rate schedule at least for the next 3 to 5 years, to try 
to hold this rate down until we got through the bad situation and got 
our load growth back. 

Mr. Cannon. It certainly is an unpropitious time to be increasing 
the rates. 

Mr. Wrieut. That is correct. 

Mr. Cannon. They are having a difficult time meeting the present 
rates. 

Mr. Wriaeut. That is correct. There isn’t any question about 
that, Mr. Chairman. 

Mr. Cannon. What can we expect if rates are increased? 

I believe you told us you had nothing to do with the rates charged 
by these cooperatives in central and western Missouri and in western 
Oklahoma. However, the rates you make to them is the one deter- 
mining factor in their survival. Therefore, to that extent, you are 
directly interested and you are directly instrumental in their financial 
status and the continuation of their service. 

Mr. Wriaut. I don’t think there is any question about that, sir. 

Mr. Cannon. What can we expect when these rates are increased 
from 5.5 up to 6.4 and up to 7.1 much less to union’s charge of 10.2? 
Will these cooperatives, the Central Cooperative, the Sho-Me, the 
Northwestern, the Western, be able to meet their payments? 

Mr. Wricut. That depends on whether or not they are going to 
be successful in achieving an integration. Their plight or their situa- 
tion today is not dependent upon the change in the base rate schedules 
of the SPA. Their situation is dependent upon an action the Con- 
gress of the United States took which changed the basis on which they 
were financed, which has required them to go out and try to find 
some other way to do the same thing they had proposed to do through 
certain contracts that they made with the government. I want to 
talk about that in some detail, Mr. Chairman. 

Mr. Cannon. Before you leave that 

Mr. Wriaeat. I will do it now, if you wish. 


REASON FOR DISCONTINUANCE OF INTEGRATION WITH G & T CO-OPS 


Mr. Cannon. They bad perfect integration, and up to 2 years ago, 
the thermo plants at Chamois, Missouri City, and Anadarko, alto- 
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gether five units supplemented and complemented the hydro power 
you secured from the dams down on the Missouri-Arkansas line? 

Mr. Wrieut. They proposed complete integration, and had we 
gone in they would have. 

Mr. Cannon. What destroyed their integration? 

Mr. Wricur. It never got started. The integration proposed, we 
had just begun to enter into operations with the G and T’s when the 
Congress of the United States refused to appropriate the necessary 
money to implement those contracts, and the contracts became 
inoperative. 

Mr. Cannon. That destroyed integration? 

Mr. Wricut. That destroyed that integration. 

Mr. Cannon. It was the most uneconomic thing that could possibly 
have been done. Naturally hydro power must have thermo power 
water power must have steam power to firm up. The two go together. 

You can’t get the most out of water power unless you have steam 
power to meet the peak needs. So the economic thing, the sensible 
thing, the businesslike thing to do is to integrate them; isn’t that true? 

Mr. Wricur. That is true. 

Mr. Cannon. When we destroyed that integration, we did the 
most unbusinesslike thing, the most absurd thing that could be done? 

Mr. Wricut. I am not going to say that about the Congress of the 
United States. You are the Board of Directors. You have to have 
integration to make this work. We had an integration which I 
believe would have worked. There may be other forms of integration. 
I think what caused the Congress to take this action is recited in the 
report of the House Committee, which roughly said this: That the 
utility companies in this area have assured us that this integration is 
not necessary, that they will perform the integration necessary for 
these cooperatives to operate. You will find that in House Report 
No. 314 of the 83d Congress. 


INTEGRATION NEGOTIATIONS WITH PRIVATE COMPANIES 


Mr. Cannon. Have the private companies supplied this integration? 

Mr. Wricut. They have not, Mr. Chairman. 

Mr. Cannon. The reason they have not is that they demanded 
such a high rate that the co-ops simply could not pay it. 

Mr. Wriacurt. I don’t know what the reasons are, Mr. Chairman, 
but I would like to tell you what the Southwestern Power Adminis- 
tration and the Secretary have done leading to it. We have com- 
pleted our contract forms which will put the necessary hydro into 
these proposed integrations with the cooperatives and the companies. 
Those contract proposals I will leave with the committee for your 
information. I brought a whole raft of copies here. Those are with 
three of the units, the NW cooperative, the Sho-Me Power Corp., and 
the KAMO Cooperative, and the same proposals would form a 
pattern for the other units. 

So that what remains to be determined is whether or not the 
utility companies of this area are going to make the word they gave 
these committees of Congress good, that they would do the integration 
necessary to achieve this operation. I don’t know whether they are 
going to do it or not. We have done our part. 

Mr. Cannon. In 2 years they have not yet made it good? 
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Mr. Wricutr. No. You know my relationship to this program. | 
have been in the Southwest ever since this thing started. The Secre- 
tary of the Interior in the new administration has seen fit so far to 
keep me in it. 

I want to say this about him. I am a pretty plain talker. In my 
judgment, he has done everything one human being could do to find 
a way of integrating this thing in some other way, and the Govern- 
ment is not the one that is being waited upon. We have done our 
part. Other people will have to tell you 


RETURN TO ORIGINAL INTEGRATION CONTRACTS WITH G & T CO-OPS 


Mr. Cannon. Your other proposals having failed, the thing to do 
is to go back to the original plan which was tried and found successful? 

Mr. Wricur. If you go back to the original plan, gentlemen, I have 
a lot to say to you about it. 

Mr. Cannon. We shall be glad to hear you. 

Mr. Wrieat. Mr. Chairman, the original plan was conceived in 
the light of circumstances that existed at that time. Those circum- 
stances were these: Many of the municipalities, particularly in the 
Missouri area, had just been through a war. They had been unable 
to get additional generating equipment. They knew this Govern- 
ment program was in the picture, had been talked of for years. They 
had been working with us for years to get the electric power for their 
communities. 

At the time this integration with the cooperatives was proposed, 
we had a market situation that was ripe to be utilized to load these 
facilities. I know that is so now, and I can prove it although I was 
only estimating at it then. The city of Springfield, for example, who 
has a contract with the Government for 15,000 kilowatts, had voted 
down a bond issue to build a generating plant two or three times by 
substantial majorities. They wanted to buy from the Southwestern 
Power Administration a tremendous block of continuously used 
power which would have helped load the generating stations of these 
G and T cooperatives. The amount of it must have been 50,000 
kilowatts, because the city, when they found these arrangements had 
been made inoperative by the Congress, voted 7 to 1 to build a gen- 
erating station of 50,000 kilowatts to supply the city. 

Mr. Cannon. That is under municipal ownership? 

Mr. Wricut. Yes, a municipally owned plant. We have never 
served anybody else who has owned any other way. In addition to 
that, the city of Carthage we thought would have 30,000 kilowatts. 
The city of Lamar wanted much more than we have available or could 
possibly supply them on a continuous basis, 

If you will look at this map a moment, you will notice a large number 
of small red dots. You will notice a large number of blue dots on this 
map. Those are municipalities. The red ones own not only their 
distribution system but their own generating piants. All of them are 
a potential market for hydropeaking plants. The blue dots represent 
people who buy their power wholesale, own their own distribution 
systems in the Southwest area to this time. Southwestern Power has 
not taken a community from a company. 
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In addition to that, in our contracts with the companies we have 
added to the system loads of the companies in Oklahoma, 14 towns 
and 4 Government installations. 

In the case of Missouri, we never had a contract with the companies. 
Do you remember at one time we negotiated and sent to the Secretary 
of the Interior a contract known as the 12-company contract, which 
was agreed to by Southwestern and the companies, and was recom- 
mended by Southwestern to the Secretary of the Interior and was not 
approved by him? 

When the contract was finally disapproved in the early part of 1953, 
January 19 to be specific, the companies apparently felt that the 
reasons that impelled them to agree to these contracts in the first 
place may have been removed and they wouldn’t then sign them, even 
if the Interior Department had again reconsidered their position. 

Now the companies have had changes in markets and changes in 
relationships which, in my judgment, will preclude us from ever 
getting that integration, iehiale was part of the plan we proposed here. 

So we have this situation now: If the Congress decided to reconsider 
again and reinstate again the lease-operating contracts, with the 
generating and transmissions, you would first have to realize we would 
have to build again a market situation that prevailed at the time we 
were getting ready to start these contracts. 

Mr. Cannon. You mean, in demand for power? 

Mr. Wricut. We would have to build a use of power in offpeak 
periods to load these steam plants. For instance, if Springfield did 
not have a new plant, they would use 50,000 at night from these plants. 
If Carthage had not put in new units, they would have used some. 

The whole city of West Plains was proposing tlo put in a new unit, 
but the mayor said they weren’t going to do it and I would have to 
supply them. We have the same thing with the other town in this 
area which we could have probably served. That was our potential. 
Now, if we restore these, the only way we are going to get that poten- 
tial back, in my opinion,is through load growth. How fast that will 
happen, I don’t know. I think it will take us 5 years, Mr. Chairman, 
to get these things back on the operating level, we could have been on 
in perhaps a year and a half or 2 years. 


INCREASED DEMAND FOR POWER 


Mr. Cannon. Mr. Wright, there is a power famine in every section 
ofthat country. The little city of Hermann, for example, in my con- 
gressional district, not very far from the Chamois plant, has written 
me two or three letters pleading with me—they greatly magnify my 
influence over here—to get them additional power. They have a 
heavy demand. Southwestern has a big backlog of applications. 

Two reeent developments have increased the demand for power. 
One is the deep freezer, and the other is the air conditioner. Every 
part of the State of Missouri with which I am familiar reports a 
dearth of power. They are in a position to use all the power you 
could produce. 

I believe you told me awhile ago you had more demand for power 
than you could possibly handle? 

Mr. Wraicut. That is correct for hydropeaking power. 
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Mr. Cannon. It is supplemented by these 5 units we have in pro- 
duction, 2 units at Missouri City, 1 at Chamois, 2 at Anadarko. Isn’t 
that steam power sufficient to supplement our power generated at 
Norfork and Bull Shoals? 

Mr. Wriaut. It is more than sufficient until you build the night 
load. What has happened is that everybody has built generation 
because we didn’t go through with the contracts in the first place. 
That is what has happened, Mr. Chairman. 


oe 
REPUDIATION OF CONTRACTS BY CONGRESS 


Mr. Cannon. You would have gone through if this committee and 
this Congress had not passed legislation 2 years ago which prevented 
you from doing it? 

Mr. Wricur. That is correct. We already had crews operating 
those systems, and we were already prepared to sign contracts. | 
don’t know that the way we proposed to do this thing was the only 
way or the best way. We think we had a way that would work. | 
want to tell the committee that in my judgment 

Mr. Cannon. It did work until Congress interferred with it? 

Mr. Wricut. We had just gotten our teeth in it. I think it 
would have worked. My judgment is that it is going to take us 
some time to get back there where we were. 

The other thing I think you ought to realize with respect to this is 
the change of directions here in this program and the different thoughts 
people have about what we are, and what we are not as a Govern- 
ment operation going to do. That is going to have some effect upon 
it, 

Last but not least, the appropriation we have requested this year 
of $1 million 134 thousand would have to be approximately $7.5 
million if we are to reinstate these contracts. I simply tell this 
committee that because I think you ought to know what would have 
to be done. 

Mr. Cannon. So far as the contracts were concerned, Mr. Wright, 
the contracts themselves supplied every requirement and were 
satisfactory in every respect? The United States Government did 
a very remarkable thing. It went back on its word. It repudiated 
its solemn contracts. 

Mr. Wricar. I prefer not to answer on what the effect 

Mr. Cannon. You know what happened. 

Mr. Wricut. The contracts became ineffective. 

Mr. Cannon. It was no fault of the second party, no fault of the 
cooperatives? 

Mr. Wriaut. I think that is correct. 

Mr. Cannon. It was the fault of the Government. They delib- 
erately refused to carry out their binding contract over a period of— 
what was the period of duration of that contract? 

Mr. Wricurt. 40 years. 

Mr. Cannon. How many years does it still have to run? 

Mr. Wriaurt. I think the contract became effective about the first 
of 1953. That would be very close to it. 

Mr. Cannon. If any responsible business firm had gone back on 8 
contract like that, you would have had your remedy in the courts, 
wouldn’t you? 

Mr. Wriaeut. I am not a lawyer. 
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Mr. Cannon. It hardly requires a lawyer to tell you that you 
would have your remedy in court and that the court would have 
enforced the contract. 

Mr. Wricut. I would say that if I were a party to the contract I 
would have taken it to court. I don’t know if I would have gotten 
any remedy. 


STATEMENT OF ADMINISTRATOR ON VALUE OF ORIGINAL CONTRACTS 


Mr. Cannon. I notice, Mr. Wright, that in 1951. you appeared 
before the Committee on Agriculture in the Senate, and in volume 1 
of that hearing, page 1428, you had this to say: 

“I think they would have one of the best contracts any group of REA ever 
dreamed of in their fondest moments.” 

You speak very highly of them now and you spoke very highly of 
them at the time. 

“T think they would have one of the best contracts any group of REA ever 
dreamed of in their fondest moments. There is no question about repaying the 
loan.” 

There is a question now because, as you say, increasing this rate 
means they will be unable to pay the loans. 

To what contracts were you referring? 

Mr. Wricurt. Those contracts were the lease-operating contracts 
which the Government had signed with the generating and trans- 
mission cooperatives. I haven’t changed my judgment about that a 
bit. 

Mr. Cannon. You feel the same way about it today that you did 
then? 

Mr. Wriaut. I think that was the finest contract any cooperative 
could ever get. 

PRESENT POLICY 


Mr. Cannon. I am glad to hear you express yourself so clearly, 
so emphatically. But is your present method of thinking consistent 
with the policy established by the Department of the Interior of the 
United States Government? 

Mr. Wrieut. I think probably the Department thinks they were 
a fine group of contracts, Mr. Chairman, for the cooperatives. I 
think they, quite frankly, from what my boss has told me, thought 
I went much too far in the contracts. 

Mr. Cannon. You are speaking about your boss now. 

Mr. Wricui. I mean, the Secretary of the Interior. 

Mr. Cannon. From what you said awhile ago I got the impression, 
Mr. Wright, that it was you who were making the determination, 
that it was you who were increasing these rates, that at least it was 
done through you. Do you at this time have any part in determining 
the policy with respect to the relationship between REA, these gen- 
crating and transmission cooperatives in the Department of the 
Interior? 

Mr. Wricut. Yes, sir. My recommendations are listened to. The 
increase in rates are in no way tied to the relationship under that 
contract. 

Mr. Cannon. I was referring to the rates, because the evidence 
seems to indicate that the matter rested with you, that you had some 
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responsibility in the matter. You say that you still have a part in 
determining this policy? 

Mr. Wricurt. | have aright, and I am called upon to submit recom. 
mendations with regard-to this. But I don’t think the Interior De- 
partment is setting the policy with respect to these contracts. I think 
the Congress of the United States has done it, and they have done it 
in no uncertain language. They proposed, when the first action was 
taken, that there be an appropriation of $1,200,000 for the purchase 
of power and the payment of rentals of transmission lines, but pro- 
vided that none of that fund could be used to implement these con- 
tracts. The next year following that directive of Congress the Depart- 
ment requested no funds to implement those contracts. The Congress 
on representations of other groups 

Mr. Cannon. What other groups? 

Mr. Wricut. The REA Cooperatives themselves. Congress ap- 
propriated to the Interior Department, while we yet had under con- 
sideration a supplemental request for $665,000 for interim contracts, 
some $1,140,000 for us to carry on relationships with them for 8 
months, and quite recently has appropriated $400,00 more. 

The Department, it seems to me, in trying to find some other form 
of integration to replace this, Mr. Chairman, is following what they 
understood to be the wishes of Congress. 

I know of no statement to me as Administrator that would indicate 
that if the Congress decided to change their previous action and ap- 
propriate money to the Department to implement these contracts 
that they wouldn’t be immediately implemented. 

Mr. Cannon. The wishes of Congress as expressed through appro- 
priations? 

Mr. Wrieur. Yes. 

Mr. Cannon. It is your opinion, then, that since Congress in no 
other way indicated its attitude, except by decreasing appropriations, 
the Department of Interior took for granted that indicated a change 
in policy? 

Mr. Wrieur. Mr. Chairman, that is one of the most effective ways 
I know of to stop something, just don’t give them any money. 

Mr. Cannon. What we are interested in now, Mr. Wright—you 
are in a very responsible position there, and I will say that up until 
the time that this debacle toek place 2 years ago you handled it 
admirably—what do you think should be done now about these 
contracts? 

Mr. Wrigat. I don’t know that I as an official with this responsi- 
bility, Mr. Chairman, ought to make a recommendation to Congress 
as a board of directors. I have this feeling about it: I feel that the 
executive officers, such as I am, are an operating unit that tries to 
carry out the laws passed by Congress to the best of our ability and 
knowledge. 

I appeared before Joint Committees of the House and Senate on 
these lease-operating contracts at great length, and after extensive 
hearings they gave us unlimited appropriations to carry them out, 
we undertook operations under them, and then the Board of Directors 
sent word, from my viewpoint, down to the operating officers, ‘‘We 
have changed our mind. We are not going to do that any longer.” 

For me to advance an opinion now as to what the Board of Directors 
would do would be worth only so much as my judgment. With that 
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J am perfectly willing to advance this opinion: I don’t know whether 
any other way is going to be developed to do this integration or not. 
J am convinced in my own mind that if the integration isn’t secured 
these generating and transmission cooperatives are going to be unable 
to meet their obligations and are going to fail. 

If you restore the lease-operating contracts to secure the integra- 
tion, that will work but it is going to take time. It is going to take 
time in my judgment to restore these markets. I may quite likely 
have to reorient all of the other power relationships I have. 

Mr. Cannon. Mr. Wright, you are taking into consideration this 
dearth of power out there, the power famine, this rapidly increasing 
demand over the country for additional power, are you? 

Mr. Wricut. Yes, sir; because it is going to be a question, Mr. 
Chairman, of not only meeting those increased demands which are 
occurring in peak periods, but the air-conditioning load happens to 
hit on top of the cotton-ginning load. We have had peaks in the 
summer in that area for a long time. So it is peaking needs that 
come in. 

I am also taking into consideration the fact that loads where we 
definitely would have supplied the continuous and the nighttime 
power, and the around-the-clock power, have built some generation. 


SUCCESS OF OPERATION UNDER ORIGINAL CONTRACTS 


Mr. Cannon. In the beginning you told us that when this con- 
tract was first drafted and put into effect you thought it was as fine 
a thing as could possibly be devised for the purpose. It might also 
be said that under conditions obtaining at that time it would have 
paid out all these loans. All they needed was time and honest com- 
pliance by the Government with the terms of its contract. They 
were being liquidated when Congress interfered with the program. 
You are under the impression that but for this ‘Act of Congress” 
they would have paid out promptly? 

Mr. Wricur. I am under the impression that our operation would 
have been successful. 

Mr. Cannon. Let me go a little further here. 

Mr. Wriacut. I would like to say, Mr. Chairman, that I have never 
gotten to one or two points that I think are important. 

Mr. Cannon. Will you give us those now. 


SITUATION OF PRIVATE COMPANIES 


Mr. Wricut. The other point is this. The companies in this area, 
and this has been one of the worst things about a Government power 
program, and if you could ever think of a way out of it you will have 
achieved a great thing, the companies never know what the Govern- 
ment is going todo. They are businessmen and if they knew what was 
going to happen they would know what action they should take. So 
that the greatest thing that probably ever happened to the Texas 
Power and Light Co. was when they hit on a contract with the Gov- 
ernment in their area, because the Texas Power & Light Co. during 
the current year is bringing in more new generation than they had in 
1947, when they signed that contract after operating for 30 years. 

What it meant was that knowing what the situation was these 
people could then plan their generation to go with it. You have an 
operating generation and transmission in the State of Texas, Brazos. 
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It has contracts with the company. It has contracts with me. We 
have joint contracts. There is no difficulty in the working of this 
integration, and that is why it is successful. That is why I know it 
will work. 

_ All of these other companies are on the basis of the action, in my 
judgment, on the basis of the action that the Congress took in making 
these contracts inoperative, have planned their generation and have 
planned their installation. The Oklahoma companies are putting 
in more generation in the 2-year period, of which this is about the 
middle, than they had when I signed the contract with them. 

The same thing is true throughout this area. We have had this 
tremendous amount of increase in generation. While in connection 
with that, the generation at Anadarko, Missouri City, and Jefferson 
City is relatively small, and from our viewpoint there will be a prob- 
lem to find a place to put this generation in successfully. I believe 
it-can be done, but I will need time. 

If Congress wants to give the Interior Department this job of 
redoing it, and I certainly am going to leave it entirely—— 


RETURN TO ORIGINAL CONTRACTS 


Mr. Cannon. You think it would serve the interests of the con- 
suming public out there, the Missouri, Kansas, Oklahoma, and 
Texas farmers if they did do it? 

Mr. Wricur. I will say this: If there isn’t another way found to 
take care of this generation, if you are to save the G and T’s, I think 
you have to do it. I think you will have to realize for 5 years you 
may be running us through a bath of blood, and I may be coming in 
here and showing you figures in the red, because there will not be 
anything else to show you for 4 or 5 years until I could get these 
systems loaded. 

Mr. Cannon. That is a possibility; that is not a certainty? 

Mr. Wricut. That is a possibility, but I want you to read that 
back to me 5 years from now, if I am here. 


STATEMENT OF ADMINISTRATOR ON VALUE OF ORIGINAL CONTRACTS 


Mr. Cannon. As to this other contract, I would like to ask you 
this: When you appeared before the Senate here in the 81st Congress, 
1951, on page 1794 of the hearings you said this: 

I think the contracts with the G and T are very good contracts and as good 
and as much to the advantage of the Government— 

We can’t expect the Government to supply any eleemosynary, benef- 
icent or charity service here. We realize the Government is a busi- 
ness and it must be done on a businesslike basis— 

as much to the advantage of the Government as the proposed contract with the 
companies. I think they are a very good balance wheel, one against the other. 

Mr. Cannon. Do you still feel that way about these contracts? 

Mr. Wricart. I sure do, and I would feel lots better about these 
lease-operating contracts if I had that 12-company contract. 
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OKLAHOMA AND TEXAS CONTRACTS 


Mr. Cannon. Are they as good as the Oklahoma contract? 

Mr. Wricut. They will be when the system is loaded; yes, sir. 

Mr. Cannon. What is the difference between the Oklahoma con- 
tract and the Texas contract? 

Mr. Wricut. There is a considerable difference. The Texas 
contract is a much more advantageous contract from a financial 
viewpoint but a less desirable contract from the broadness of the 
service that can be rendered under it. Under the Texas contract 
we pay no wheeling charge. 

On the Oklahoma contract we pay a wheeling charge of a-mill and 
a quarter. The result has been in round numbers that the Govern- 
ment has had a return for its power in Texas of eight mills a kilowatt 
hour, while the cooperatives were buying it for 5.: 36, and in Oklahoma 
we had a return of 7.96 and the cooperatives were buying it for about 
5.04. 

Mr. Cannon. You think they are as good contracts as the other 
contracts that you have had with other companies—any contracts 
you have had? 

Mr. Wriaut. I think now in five years, I can make them that good. 


DEPARTMENT PARTICIPATION IN CURRENT CONTRACT NEGOTIATIONS 


Mr. Cannon. Mr. Wright, if you still think that these are good 
contracts, why have you been trying to get the G and T’s to enter into 
substitute contracts with the private companies? Haven’t you been 
promoting these integration contracts with the Kansas City Power 
and Light, the Union Electric Co., and the two companies in 
Oklahoma? 

Mr. Wriacut. I can answer that no. 

Mr. Cannon. We threw these coops to the wolves. We threw them 
on the mercy of the private utilities. In trying to deal with the 
Union Electric, for example—and the Union Electric has absorbed 
practically every other power-producing and distributing company in 
the State of Missouri with the single exception possibly of the Kansas 
City Power and Light—when in response to the directions from this 
committee and this Congress the coops, representing the farm families 
in this territory, went to the Union Electric and tried to make arrange- 
ments with them. Union wanted to charge them 10.2 instead of 5.5. 
It was absurd. You don’t think they could pay out at 10.2, do you? 

Mr. Wrieur. No, sir. 

Mr. Cannon. Of course, they couldn’t. Evidently the idea was to 
destroy REA. That is w hy they haven’t been able to get a contract, 
and yet some express surprise that arrangements haven’t been made 
with private industry. 

Mr. Wricut. Mr. Chairman, I would like to state specifically the 
role that the Department of Interior and Southwestrn Power has 
Played in this. At the invitation of the generating and transmission 
coops, the Assistant Secretary for Water “and Power and myself met 
with their generating and transmission committee in Kansas City, 
at which time spokesmen for each G and T group and for each power 
company stood up and expressed their position with regard to making 
some alternate arrangement. 
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In my roughneck, Navy vernacular, it was what I called a love feast, 

The question in my mind at the time was whether it would be 
honored with holy wedlock or not. The Department of Interior, how- 
ever, said their sole function in this was going to be, as clearly ex- 
pressed by the Secretary, that of whatever assistance we could be in 
disposing of hydropower we had, in line with the responsibilities im- 
posed by the Flood Control Act. We have met that responsibility 
and only that responsibility in these negotiations. We have never 
seen, at least I have never seen, nor any member of my staff has ever 
seen a copy of any arrangements between any cooperative and any 
company. We have negotiated with the cooperative and the compa- 
nies a at the cooperative’s request the drafts of hydrocontracts, 
which are now ready if the cooperatives can complete arrangements 
with the conpanies. The contracts deal only with the disposition of 
the hydropower and recognize that there will be some other contract 
if it is going to work at all between the cooperative and the company. 
I have not seen such a contract. 

Mr. Cannon. You have not? 

Mr. Wricut. Not between the Northwest Cooperative and the 
Kansas City Power and Light. 

That is why I told the committee, Mr. Chairman, that I don’t know 
whether they will be able to make an arrangement or not. 

Mr. Cannon. The Department of the Interior has been trying to 
arrange these contracts, has it not? 

Mr. Wricut. The Department has been trying desperately with 
every device available to us, with every concession we know how in 
amounts of power and rates both, to find some way this hydropower 
can be put in the picture so that the generating and transmission 
cooperatives might find that alternate form of integration that the 
Congress wanted them to find. 

r. Cannon. Are you in agreement with my good friend Governor 
Aandahl about the generating and transmission cooperatives? 

Mr. Wricut. I think I am not, because I don’t think he would 
ever have let me sign the generating and transmission cooperative 
contracts, in the first place, But I agree Congress has told us what we 
are“to do, and we are trying to do it. 


PROVISIONS OF PROPOSED CONTRACT WITH NORTHWESTERN 


Mr. Cannon. On page 3 of the proposed contract with North- 
western there is the following: 


Whereas Northwestern has entered into a third-party agreement, under even 
date hereof, wherein during a term concurrent with the term of this agreement 
Northwestern will sell, and Kansas City Power & Light Co. (hereinafter referred 
to as “K. C. P. & L.’’) will purchase, all hydroelectric power and energy available 
to and purchased preferentially by Northwestern from the Government here- 
under, and in exchange therefor K. C. P. & L. will sell and deliver from its total 
power and energy resources, and Northwestern will purchase and receive, con- 
tinuous electric service sufficient to meet the total electric requirements of North- 
western’s distribution cooperatives (a copy of which third-party agreement !s 
attached hereto as an exhibit, identified as, and hereinafter. referred to as, the 
‘‘Northwestern-K. C. P. & L. agreement’); and 


Mr. Puiuurps. What is the Chairman quoting from? 

Mr. Cannon. This is from the proposed contract the Department 
is recommending between the cooperative and the Southwestern Power 
Administration. 





37 


In other words, the Kansas City Power & Light, a private utility, 
is in effect buying this power, isn’t it? 

Mr. Wriaur. That is correct. 

Mr. Cannon. The cooperative—— 

Mr. Puitures. Will the Chairman permit me to interrupt him? I 
have lost a connection somewhere. What has this got to do, a con- 
tract between the United States and Northwestern Power, with 
Southwestern Power? 

Mr. Wricut. It is the Northwest Cooperative. The United 
States, Mr. Congressman, is represented by the Southwestern Power 
Administration. 

Mr. Cannon. The United States as indicated here is Southwestern 
Power. 

Mr. Paruuies. Thank you. 

Mr. Cannon. Then on the face of it there is a deplorable situation 
here? 

Mr. Wrieut. Mr. Chairman, I would like to make these comments 
with respect to that. That whereas clause, was permitted in that 
draft by the Government on my recommendation, and agreed to by 
the Secretary only with the understanding that this contract would 
never be signed until we had seen the draft referred to and found out 
what was in it, how the power was to be handled, and that if that draft 
was not forthcoming this thing would never be signed. 

Mr. Cannon. You have not seen it up to this time? 

Mr. Wricut. We have not seen it, and I don’t know whether we 
will ever see it. 

Mr. Cannon. That is an extraordinary situation when you are 
one of the interested parties, and having delegated control over both 
policy and administation, it is strange that you of ail people should 
not be supplied with a copy. 

Mr. Wrieut. Nobody in the Department has been supplied, be- 
cause I don’t think they have completed it yet. In addition to that, 
this thing is not signed and it never will be signed. 

Mr. Cannon. I am glad to hear you say it will not be signed. 

Mr. Wrieur. Not until this contract is available. 

Mr. Cannon. This is the last draft of it. There have been two or 
three previous drafts submitted and rejected? 

Mr. Wricut. That is correct, sir. 

Mr. Cannon. Others were even more impossible than this one. 
This is the latest attempt. 

Mr. Wricut. I want to tell you the other condition you referred 
to would exist in this contract. N. W. has a steam plant with two 
20,000-kilowatt units, so that by themselves they would be capable 
of supplying a firm load of 20,000 kilowatts. In integration, the 
entire 40,000 kilowatts becomes firm regardless of who, out of their 
reserves, supply the standby. So, N. W., now with a load of 25,000 
kilowatts could conceivably, and probably with a very simple stand- 
by contract, provide its own requirements out of its own thermoplant 
with some power to sell. So when it sells hydro power, and disposes 
of that hydro power, together with its thermo power, to the Kansas 
City Power and Light Co., obviously it is not going to take back the 
total capacity of its steam plant alone, much less the hydro. 
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We have two more proposed contracts patterned exactly like the 
N. W. contract with the Sho-Me Corp. and the KAMO Cooperative, 
both in Missouri, except that the second condition stated above does 
not exist in those, because they would be purchasing an amount of 
hydro power related to their total need and with no power availability 
of their own. So that the objection that N. W. is buying power and 
selling it to Kansas City Power and Light Co. would not be valid in 
the case of the KAMO Cooperative or the Sho-Me Power Corp. 
proposed contracts, which I also expect to leave with the committee, 

I want the committee to understand that all the Government has 
said it has done is set forth a draft of contract for the disposition of 
hydropower, which if the companies and the cooperatives can come 
to a satisfactory integration, we are willing to enter into so that that 
integration can achieve success for the cooperatives in lieu of the 
lease-operating contracts which the Congress and not the Department 
stopped. 

The Department has gone, in my judgment, and I have told the 
Secretary this, he has gone further than I would have gone in conces- 
sions in trying to find the answer in the way that you people told him 
you wanted him to find it. He has given concessions in amounts of 
power and did everything he could to try to hold these rates in line 
so that an alternate type of contract could be developed. We still, 
I don’t know if the Secretary does, don’t know whether the coopera- 
tives and the companies are going to be able to get together or not. 

I want to repeat again that the companies are the people that per- 
suaded you people in Congress to stop these contracts. It is to them 
that you have to look. 

Mr. Cannon. Of course, private industry was working onit. They 
offer a contract here under which Kansas City Power and Light could 
not only supply Northwestern but every other demand for power in 
their territory to be routed from Southwestern; isn’t that true? 

Mr. Wricur. Kansas City Power & Light Co. would be able to 
supply in their own loads 15,000 kilowatts from the thermo plant and 
whatever hydro was put into this contract from the Government. 

In the case of the KAMO Cooperative, however, if a power company 
enters into a contract with them, there will be very little if any hydro 
placed in the contract above what the cooperative requires for its own 
use. 


ACTION OF CONGRESS ON ORIGINAL CONTRACTS 


May I read from a House report? This is an excerpt from House 
Report No. 314 of the 83d Congress. 

Mr. Puiuurrs. What year? 

Mr. Wricut. This was in the appropriation bill of 1954, Mr. 
Phillips: 


Continuing fund, Southwestern Power Administration—An appropriation of 
$5,650,000 was recauested for this item. The committee has allowed $150,000, 
a reduction of $5,500,000. The amount allowed is to be used for the purchase of 
power and for the payment of wheeling charges under existing contracts. 

In a letter dated April 6, the committee was advised by the Chairman of the 
Executive Committee of the Southwestern Power System that the member 
companies in that system saw no need for the continuing fund appropriation, and 
assured the committee that the deletion of such fund would not in any way result 
in interruption or curtailment of service to any preference customer or other 
consumer on their systems. In his reply dated April 14, the chairman of the 
subcommittee advised the member companies of the Southwestern Power System 
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that if the committee took such action, it would be due in part to this commit- 
ment made by the member companies in their letter and at the time of their 
appearance before the subcommittee on March 31, 1953. 

Representing the Department of the Interior, I feel the Govern- 
ment has done what it could to find an alternate. Whether what we 
have done or not will be successful we can’t tell this committee. 
I have tried to tell you what my opinion would be of what would 
happen it you would restore the lease-operating contracts. If I may 
go off the record 

Mr. Cannon. Off the record. 

(Discussion off the record.) 


AMOUNTS OF POWER IN PROPOSED CONTRACT WITH NORTHWESTERN 


Mr. Cannon. You mentioned these various other contracts and 
amounts in them. I noticed later on in this contract under section 3, 
(a) there is this, “Hydro-peaking energy and dependable hydro- 
peaking power.” It says: 
shall purchase from the Government kilowatt hours per contract year 
of hydro-peaking energy and ———— kilowatts of dependable hydro-peaking 
power. 

What figures have been delected here? 

Mr. Wricurt. In one draft the figures were used in that in a tenta- 
tive fashion. I believe the two figures used were 35,000 kilowatts 
and 65,000 kilowatts. 

Mr. Cannon. This is the proposed contract? 

Mr. Wrieur. Yes, sir. But in negotiations, Mr. Chairman, the 
cooperatives advised the Department that they needed certain 
amounts of power estimates before final commitment to see what they 
could work out between the cooperatives and the companies. 35,000 
and 65,000 was talked of for those blank spaces, and there isn’t any 
doubt that in one draft of the contract those numbers were written in 
those blank spaces. 

Mr. Cannon. Why have they been ommitted here? 

Mr. Wrieut. Because the Department, I think, is going to take 
another look at how much they are going to let go in that contract. 

Mr. Cannon. It goes on to say: 
and Northwestern shall purchase from the Government —-—— kilowatt hours 
per contract year of hydro-peaking energy. 

That is after Table Rock. How can we determine here what is 
before us unless we know how many kilowatt hours per contract? 
It goes on to say: 
per contract year of hydro peaking energy and —-——-— kilowatts of dependable 
hydro-peaking power. 

The figures have been deleted and we can’t tell anything about 
what is proposed here. How can any one pass on the effect of this 
contract without knowing what amounts are involved? 

Mr. Wriaut. I don’t think you can. You can only see the pattern 
which it is proposed that the Government would use. The total 
amount of power to solve this thing is 130,000 kilowatts. It has to 
be divided amongst them in the best fashion that the Department 
knows how, consistent with the requirement to make a workable 
arrangement. 
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Mr. Puiturrs. What is the reason for the question: How can we 
pass upon this? Does this committee have something to do with this 
contract, or does the Congress have something to do with this con- 
tract? Mr, Wri ht, can you answer that? 

Mr. Wriacurt. Tal this way 

Mr. Puiuurps. Does the Congress have to approve it? 

Mr. Wriaut. No, sir. The committee, I think, has to determine 
from this contract other evidence, Mr. Phillips, whether or not an 
alternate means of this integration has been secured or whether they 
want to go back to the lease-operating contracts. So far, this is all we 
have to show you. 

I have never worked so hard in my life as I have in the last 24 
years trying to find one. I can tell you that. 

Mr. Cannon. We had testimony before the House at the last. hear- 
ing, Mr. Wright, to this effect: In April 9 I wrote to Governor Aandahl 
in an effort to secure information, and on April 24 Mr. Aandahl 
replied: 

The Southwestern Power Administration does not have enough hydropower to 
meet the requests that have been made by preference customers in the area. The 
question of availability of hydropower will have to be answered later. 

That indicates on April 20 you had no power for sale? 

Mr. Wriaurt. That is correct. 

Mr. Cannon. I notice, Mr. Wright, in your letter of February 3, 
1954, in writing to the Manager of the Canadian Valley Electric 
Cooperative at Seminole, Okla., you said: 

Under Section 3 of paragraph (a) ‘of said agreement additional power require- 
ments of the cooperative will be sepplied by the Government only if the Govern- 
ment has such capacity available. We regret very much to advise you that the 
Government does not now have available for this purpose any additional power 
capacity above that provided for in the proposed amendment. 

Here Governor Aandahl and you agree on this in February and 
then in April it is stated there was no power available, and still you 
propose in this contract, with the Department of Interior trying to 
negotiate between the Kansas City Power and Light Co. and North- 
western, to sell a very substantial amount of power. How do you 
coordinate those two statements? In one place you are willing to 
sell a very substantial amount of power and in the other place you 
say ‘‘We haven’t any power.” 

Mr. Wrieurt. That is correct, because in the previous year the 
Secretary of the Interior committed to this generating and trans- 
mission negotiating committee, in a letter to Mr. Buck, 130,000 
kilowatts, which was all the power and energy we had left for the 
solution of the generating and transmission problem by some alternate 
means than lease-operating contracts. He said he would hold that 
power for those generating and transmission cooperatives for 
reasonable period of time. 

When that commitment was made by the Secretary prior to the 
date of these letters, that commitment actually occasioned these 
letters, because that took all of the power and energy we had left in 
this reservation for service to the generating and transmission 
cooperatives. 

We have in reservation now, in accordance with that commitment, 
130,000 kilowatts to be used in the solution of the generating and 
transmission picture. 
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STATEMENT OF ADMINISTRATOR ON ORIGINAL CONTRACT WITH WESTERN 
FARMERS G & T CO-OP 


Mr. Cannon. Going back to the contract we were discussing, I 
notice in appearing before the House Committee, 81st Congress, page 
90, you said: 

In Oklahoma we have completed and executed a contract with the Western 
Electric Generating and Transmission Cooperative which covers approximately 
the western half or the panhandle half of Oklahoma. That has been a sore spot 
in the power business. People have blamed inadequate service. The area has 
been sparsely settled until recently. Recently they have tremendous develop- 
ments there, irrigation, everything else under the sun, oil, gas, lamp black, all 
kinds of industries have come into western Oklahoma, and farming has been made 
areal going proposition out there. The loads have increased tremendously. The 
companies have increased their facilities considerably. But I feel that if the 
Western Electric Cooperative proceeds and we contract with the companies, too, 
then we will get a real workable combination in Oklahoma. 


Mr. Wrieut. There isn’t any question about that. I still feel the 
same way. 

Mr. Cannon. You say: 

‘It made little difference to the Government financially whether we contracted 
with Western or whether we contracted with the company. We got almost the 
same feasibility picture out of the contract. The cooperative proposed a steam 
plant at Anadarko, Okla. of about the size to serve their own needs at the time 
the steam plant was completed. That steam plant, together with the hydro, 
integrated together will give western Oklahoma unquestionably an adequate, 
dependable power supply arrangements. 

Do you still believe that, Mr. Wright? 

Mr. Wricut Yes, I do. 

Mr. Cannon. That contract then with Western Farmer is another 
that has been laid on the shelf and is now inoperative; is that correct? 

Mr. Wricur. That is correct. 

Mr. Cannon. Are you responsible, Mr. Wright, for this contract 
being inoperative? 

Mr. Wricur. No, sir, the Congress of the United States is re- 
sponsible. 

Mr. Cannon. Have you encouraged the Western Farmer to enter 
into a substitute contract with the private companies down there? 

Mr. Wrieur. No, sir. 

Mr. Cannon. Do you still believe that if you integrated the 
Government’s facilities with Western Farmer that the farmers in the 
western half of Oklahoma would have an unquestionable adequate, 
dependable power supply arrangement? 

Mr. Wrieur. I do. 


POWER RATES WITH AND WITHOUT INTEGRATION 


Mr. Cannon. How much would Western Farmer have to charge 
to meet all its cost? 

Mr. Wrieat. I can’t answer that. 

Mr. Cannon. If you operated without integration with South- 
western? 

Mr. Wriceut. I can’t answer. 

Mr. Cannon. Approximately how much? 

Mr. Wrieut. I can’t answer that, Mr. Chairman. I don’t know 
what their costs are. I would have no control. 
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Mr. Cannon. It would be within what range? 

Mr. Wricut. My guess is that if they have to operate inde- 
pendently, they will have to charge somewhere between 10 to 12 
mills a kilowatt-hour. -If they get integration either with us or the 
companies, it will be between 6% or 7 mills. 

Mr. Cannon. There is a wide variation there. 

Mr. Wrieut. A wide variation as a result of integration. 

Mr. Cannon. Then you say this: “That if we reinstate the old 
contract, and that is a present possibility,” and if we reinstate the 
old contract, won’t the farmers be able to get power at about half 
the price of what they would if we do not integrate? 

Mr. Wricut. About two-thirds of the price, if they do not inte- 
grate with us or the company. 

Mr. Cannon. You gave a price, you estimate that it might cost as 
much as 12. You were not able to give an absolutely accurate figure. 
On the other hand, under this contract with integration it might be 
6 point something? 

Mr. Wricur. That is correct. 


ADMINISTRATION’S POSITION ON ORIGINAL CONTRACTS 


Mr. Cannon. Mr. Wright, I take my hat off to you, you have 
been a pretty aggressive fighter in the past, why haven’t you been 
fighting for this old contract? 

Mr. Wricur. Mr. Chairman, I think I stated my belief of the way 
that Government functions a moment ago, and that is the reason 
why I stated it, because I thought somebody might ask that question. 


I am in the utility business what is called an operating official. It is 
operated by a board of directors responsible to the stockholders. 
I don’t think the Congress is any different. The citizens elect the 
Congress. The Congress is the board of directors. The president 
of the company is the President of the United States. The operating 
vice president is the Secretary of the Interior, and I am whatever 
you want to call me. 

Mr. Cannon. That is a very good simile. 

Mr. Wricur. When the Congress of the United States says in a 
report to me, “Don’t you dare use any of these funds to implement 
those contracts you have signed,” and when a chairman of a sub- 
committee calls up the next day on July 1 to find out whether I am, 
or am not, using them, I am going to obey what Congress says to do. 

I think Congress would have a right to be awfully sore at me if I 
started a riot and a fight to try to restore contracts which Congress 
said they were not going to have any part of. 

Mr. Cannon. Expediency is a great thing. 

Mr. Wricut. Discretion is, too, Mr. Chairman. 

Mr. Cannon. One reason we haven’t heard much from you in the 
last couple of years is that your views have not been consistent with 
those of Mr. Aandahl and those of the Department? 

Mr. Wriaut. Nosir. I think the Department—I may look funny 
here, Mr. Aandahl is here and can defend himself—I don’t think the 
Department would have been acting with propriety to sustain some 
drive to overcome something Congréss had done. The Department 
of the Interior in my experience is frequently accused of trying all kinds 
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of subterfuge to get around what Congresshassaidto do. Weare one 
that didn’t do that. 

Mr. Cannon. If you had your way about it, what would you da 
about it now? 

Mr. Wricut. If I were the Congress of the United States——— 

Mr. Cannon. Now if it were up to you. What would you do? 

Mr. Wricut. I would determine whether or not there are any other 
means that can secure this integration, and I wouldn’t give people 
very long to fiddle-faddle around, as I think some of them have been 
doing on both sides for 2 years. 


POSITION OF COOPERATIVES IN NEGOTIATIONS WITH COMPANIES 


Mr. Cannon. You say, “both sides.”” What could the cooperatives 


have done when it is a case of survival—they have been asked as high 
as 10.2. To agree to that is suicide. 

Mr. Wricur. I would think that the cooperatives could have been 
more aggressive in driving this situation out, that they couldn’t make 
this contract a year and a half ago for the benefit of Congress, instead 
of going along 2 years. Why I feel strongly about it, Mr. Chairman, is 
this: The Congress has to appropriate funds for interim operation. 
You have had to do that twice, and you have expressed yourselves 
rather violently that you didn’t like this. I don’t blame you for not 
liking it, because it imposes an additional financial burden on us that 
we have to pay back. We are giving ourselves a blood transfusion 
while the blood runs out the other end without a permanent solution 
of this thing. Where I think the cooperatives would have been more 
aggressive in forcing these negotiations to a conclusion 

Mr. Cannon. A conclusion of that kind meant liquidation. Such a 
conclusion meant paying as high as 10.2. Do you think the coopera- 
tives could come in and press to a conclusion involving acceptance of 
a proposition under which they would proceed to pay from then on a 
rate of 10.2? 

Mr. Wriaut. No, because I don’t think all the cooperatives are in 
that situation. 

Mr. Cannon. They are all in a situation where they are at the 
mercy of private industry and prohibited from securing power from 
any other source. Under the direction of this Committee and the 
Congress, they must go to the private utility, and no where else, 
And what alternative have they? 

Mr. Wriaut. I agree they had to negotiate with the companies. 
But my point is that Central Cooperative, which is probably the one 
negotiating with Union Electric, may have a conclusion and may 
have advised the committee of it. 

To my certain knowledge, N. W. does not have a conclusion yet, 
nor do I believe, thay have advised the committee ot their conclusion. 

Sho-Me Power Corp. is actively negotiating with a company at 
this moment. I don’t believe they have a conclusion. 

KAMO is negotiating, and I don’t believe they have a conclusion. 
I agree with the comments of the committee’s report: You have been 
given 2 years to do this. Why haven’t you done it? 

Mr. Cannon. When you do do it, and it means going over the cliff, 
there is going to be some hesitancy about going over the cliff. 
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Mr. Wricurt. I don’t mean to go over the cliff. I mean to come 
back to the committee and say in good faith, ‘““‘We tried to make q 
contract. This is the best we can do. This is what it will do to us. 
If this committee of Congress wants to do that to us, okay.” 


REA LOANS BASED ON ORIGINAL CONTRACTS 


Mr. Cannon. Let’s go a little bit further. I notice here you ap- 
peared in the 83d Congress before the Senate Committee, and Senator 
Ellender, one of the ablest members of the Senate, asked you this 
question : 

Is it not a fact that before REA made loans in order to build steam plants that 
REA insisted that these cooperatives be in a position to sell the capacity so that 
they could in turn repay the loan? 

You said, “‘Yes.’”’ Then Senator Ellender asked: ‘‘And that is 
when you came into the picture?” 

And you said, ‘“That is right.” 

Is it true, Mr. Wright, that these generating and transmission 
cooperatives have borrowed about $70 million from REA based 
upon these contracts with you? 

Mr. Wriaurt. Yes, sir; I think that is true. 


FINANCIAL POSITION OF GENERATING AND TRANSMISSION 
COOPERATIVES 


Mr. Cannon. Isn’t it a fact now that these cooperatives are facing 
bankruptcy, that they are unable to meet their commitments to 
REA because the Government is not carrying out its contract? 

Mr. Wriaeur. I can’t answer that as a fact because I do not know 
what the final conclusion of their negotiations were with these 
companies. If I knew what the conclusion was, I could tell you. | 
don’t know whether they are going to be able to make an arrangement 
to do anything else that will be able to avoid bankruptcy or not. 

Mr. Cannon. These deficits are being reported by the co-ops and 
the report has come to the committee from the REA just this after- 
noon: Here is the letter: 

In accordance with your request received, we are attaching revised financial 
data for Central Cooperative, Northwestern Power Cooperative, and Western 
Farmers Electric Cooperative. These data are on tle most recent operating. All 
payments due from these borrowers and those due April 30, 1955, have either been 
received or mailed to the REA by the borrowers. 

While they report that all have been mailed by the borrowers, they 
also report that the Northwestern Power Cooperative has an operating 
deficit for the fiscal year 1955 of $110,624.39, that Western Farmers 
Cooperative reports an operating deficit for January, February, and 
March of $63,565.16. It reports an operating deficit for 1954 of 
$129,230. It operated at a deficit for previous years of $164,641. 

It is evident that something ominous is in the offing, when these 
huge and continuing deficits are continuing from past years. How 
can you reach any other conclusion? 
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Mr. Wriaurt. I agree that if they don’t find in the near future some 
form of integration to replace the lease-operating contracts they are 
facing bankruptcy. 

Mr. Cannon. What can they find except the old contracts? What 
else offers them any opportunity of survival except the old contracts? 

Mr. Wriaeut. I don’t know if anything does, but a bunch of com- 
panies told the committees of Congress something else, and Congress 
believed them enough not to give us any money to carry it out. 

Mr. Cannon. The committees of Congress—at lesat in this in- 
stance—are very gullible as now appears. Are you doing anything 
yourself, Mr. Wright, to try to get these contracts reactivated? 

Mr. Wrieut. Mr. Chairman, we have gone and made these hydro 
contracts and made the hydro commitments of the hydropower into 
the picture to the extent that the law would permit us to do it, and 
straining just as hard as I know how to give the companies and co- 
operatives every opportunity to reach some other arrangement. 

Mr. Cannon. Then your views are hardly consistent with those of 
Mr. Aandahl and the Department of the Interior at this time? 

Mr. Wriaur. I think he has the same view I do, that we don’t 
know at this time whether they are going to find any other arrange- 
ment or not. He is sitting here. 

Mr. Cannon. The only way we have of getting his view is by what 
he and his Department are doing. They are not doing anything 
apparently with the view to renewing the old contracts 

Mr. Davis. He is sitting right across the table, Mr. Chairman. I 
think the best way to get his views is to ask him. 

Mr. Cannon. In due time we will. But, as my good friend knows, 


it is not so much what a man says as what he does. He hasn’t been 
doing anything, at least, anything visible. 
Mr. Puiuurrps. How do we know if we don’t ask him? 


ADMINISTRATOR’S POSITION ON REINSTATING ORIGINAL CONTRACTS 


Mr. Cannon. We know by examining his record. 

Mr. Wright, if you at this time could handle this as you thought it 
should be handled—and in the most businesslike way—what would 
you do about this contract? 

Mr. Wriaurt. If I had really 

Mr. Cannon. If you had the authority, as I wished you had the 
authority. 

Mr. Wriaut. I would get the cooperatives and the companies to- 
gether, and I would determine in short order whether or not—this 
would take a lot of authority, and you are going to have to use a pretty 
big club on a lot of people— to determine as soon as I could if there was 
any alternate method to the lease-operating contracts. When I was 
satisfied there was not, I would report that back to the Congress and 
say, 

You gentlemen made a mistake when you stopped these contracts, and it will 
take us 5 years to erase the mistakes; if you don’t want the generating and trans- 


mission cooperatives to go bankrupt you had better give us the money to start 
erasing the mistake. If you want them to go bankrupt, go ahead. 
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Mr. Cannon. How do you account for the fact that the Depart- 
ment doesn’t take that obvious course? 

Mr. Wriaur. I think they are doing as well as they can with the 
size of club they have. 

Mr. Cannon. We would like to see some evidence of the faith that 
is in them. 


TRANSMISSION LINE TO BUTLER, MO. 


Let me again refer to a statement which you made before the Senate 
committee in 1951, page 1426. They are holding hearings on the 
agricultural bill, in the 81st Congress. In your statement before the 
committee you said: 


I projected a line to Butler, Mo. 


That is down in a very fertile section of our State, almost on the 
Kansas line— 

Congress gave me money to start the line, and by the contract with the Northwest 
Electric Cooperative I am leasing the line they are going to build. 

Hadn’t you intended to build the big transmission lines that were 
ultimately built by the generating and transmission cooperatives and 
which were leased by Southwestern? 

Mr. Wricut. Some of them; yes, sir. The lines running from the 
Bull Shoals Dam up through Springfield to Butler, Mo., and the line 
running from Bull Shoals Dam up through Mansfield, Marshville, 
up to Rolla. Those plans had been submitted to Congress and 
authorization given to proceed with the engineering preparation of 
the plan. 

Mr. Cannon. That has been a lifeline. That leads right up into 
central Missouri. I am thoroughly familiar with it. Hundreds of 
farm families and farm wives have been able to secure electricity due 
to that line. 

You intended to build a line but you didn’t. You let the coopera- 
tives build it and you leased it. If you had built it, the generating 
and transmission cooperatives would not have the responsibility of 
meeting the payments to REA on them? 

Mr. Wricur. They would not. 

Mr. Cannon. They built these lines because they had the contract 
with Southwestern and knew that with those contracts they could 
pay out. They would never have built them otherwise. And they 
naturally supposed there was an irrefutable contract with South- 
western, and that with that contract they would have no particular 
problem in meeting their loan obligations. And they would not, 
would they? 

Mr. Wrieut. That is correct. 


ADMINISTRATOR’S POSITION 


Mr. Cannon. In your judgment, Mr. Wright, do you think it is 
fair to enter into a contract which encourages these cooperatives to 
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borrow $70 million, and then for the Government to back out of that 
contract and cause these generating and transmission cooperatives to 
be thrown into bankruptcy; do you think that is fair and honorable? 

Mr. Wrieur. I wouldn’t recommend it be done, but the Congress 
of the United States has the authority to do whatever it wants to do. 

Mr. Cannon. I am glad that you are frank on that. I would like 
to go just a little bit further. 

You get 85,000 kilowatts of firm steam power out of these contracts, 
don’t you? 

Mr. Wrieur. Yes, by providing the standby out of the same reserve 
that I use for my own hydrosystem, that is substantially true. 

Mr. Cannon. Would not these contracts do the very thing you say 
has to be done if it were to be done and sound business principles 
were followed in the Southwest? 

Mr. Wriaurt. I think it would accomplish an integration, take an 
integration to achieve that. 

Mr. Cannon. Doesn’t this law require. you to sell this power 
consistent with sound business principles and doesn’t that involve 
integration? 

Mr. Wricut. To the extent that Congress appropriates money 
every year to let me do it. 

Mr. Cannon. In your recent filings for the new rates with the 
Federal Power Commission, and that is what we are talking about, 
would you say that the basic policy there is to sell peaking power? 

Mr. Wricurt. No, sir, I wouldn’t say that, but I think that the 
lack of integration can force you to that situation to some extent. 
if not completely. That is all you have if you don’t integrate. 

Mr. Cannon. My attention this general statement. This is in 
the general statement accompanying your request to FPC for rate 
changes (reading): 

The present marketing plan of the Southwestern Power Administration pro- 
vides in as far as possible the primary energy available from the reservoir projects, 
which will be sold only as peaking energy, and that where necessary firming 
power will be purchased from other suppliers in the area. 

Does that jibe with your position? 

Mr. Wriaur. Yes, sir, because in the company contracts those 
exchanges and those integrations were made for the sale of peaking 
power with the exchange block of continuous power, and a peaking 
rate exists in each of those contracts. 

With the G and T contracts, since there was no intermediate step 
of integration, the entire thing was performed by the Government 
itself both as to the purchase of the steam power, the actual integration 
happened the other way, and the peaking rate of the hydro” power 
placed in that integration or the peaking value would have been 
reflected in the rate which we had. In other words, if you take the A 
rate at 10) hours, the A rate would give you a cost of 13.5 mills, at 
360 hours the cost is 5.6 mills. So, the A rate itself takes into account 
the application of the peaking power in a continuous service. 


62227—55 
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USE OF PEAKING POWER 


Mr. Cannon. Can these cooperatives and these preference customers 
in the Southwest use peaking power as such? 

Mr. Wrieur. They cannot. 

Mr. Cannon. Of course they cannot. 


STATEMENT OF ADMINISTRATOR ON NEED FOR THERMAL ENERGY 


Mr. Cannon. Mr. Wright, in appearing before the Senate commit- 
tee in a hearing on the Interior bill in the 81st Congress, in 1950, on 
page 1344 there is a transcript of your statement in which you say: 


I agree to get the full capacity out of the hydro. You have to have steam with 
it because you cannot get it alone. You can get part of it but not all of it. 


Senator Thomas then said: 


That means in our country you have to have steam plants in order to make 
our system work satisfactorily, is that correct? 


and you answered: 
That is correct, to get the best capacity out of it. 


PRESENT NEED FOR THERMAL ENERGY FOR FIRMING 


I believe you said you would get 85,000 kilowatts of firm steam 
power out of these generating and transmission contracts, is that 
correct? 

Mr. Wriear. That is right. 

Mr. Cannon. Mr. Wright, haven’t you in substance been rationing 
power down there to the preference customers in the Southwest? 

Mr. Wricur. Not to preference customers; to the power companies, 
yes, sir. 

Mr. Cannon. You got out a letter, as I understand it, last spring 
telling the companies they would have to find another source of power 
to meet the load growth on their system. 

Mr. Wricut. Yes, sir. I told them we had no more power to sell, 
but we met the commitments which we had with them. 

Mr. Cannon. And the Department has informed the generating 
and transmission cooperatives in Missouri that they did not have more 
than 130,000 kilowatts of power? 

Mr. Wricur. Informed them they had 130,000 kilowatts of power 
and other adjustments in our contracts, 150 hours of kilowatts per 
month to go with it. 

Mr. Cannon. A large part of this power shortage down there 
which you have discussed is due to the fact that you don’t have the 
off-peak steam energy to firm up the capacity you have in these hydro 
plants, isn’t it? 

Mr. Wriaut. There isn’t any question. I would be able to handle 
the load at the present time if the lease-operating contracts were 
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effective, because all of this power would then be marketed instead of 
an integration with the company and integration with the Govern- 
ment. 

Mr. Cannon. Wouldn’t these contracts if they were now supply- 
ing this 85,000 kilowatts of firm power, wouldn’t that give you a lot 
more power to sell to the Southwest? 

Mr. Wriacurt. Yes, sir. 

Mr. Cannon. But you are not now doing that because it is in- 
consistent with the policy fixed by the Department of Interior? 

Mr. Wricut. No, sir, because it is inconsistent with the action 
taken by the United States Congress. 

Mr. Cannon. That is a very succinct statement, one which I 
think affords food for thought. If you had your own way about it, 
Mr. Wright, couldn’t you work out a system down there that would 
make a lot more power available to the preference customers, and 
wouldn’t that produce more revenue for the Government. Wouldn’t 
it lower the cost, wouldn’t it reduce the price, wouldn’t it be in the 
public interest and benefit everybody down there? 

Mr. Wrieut. I think that it would make more power available 
for the preference customers served directly by the Government or 
served by the Government through other systems. I do not think it 
would lower the Government’s rate. I think conversely at least for 
4 or 5 years it might well, as I pointed out to the Committee, be very 
difficult for us to even maintain the rates that we have proposed to 
the Federal Power Commission, in my judgment, and here the Secre- 
tary and I have an honest difference of opinion, we could maintain that 
rate after we got that system loaded. 

Mr. Cannon. It could be maintained? 

Mr. Wricut. After the systems were loaded, in my judgment, 
yes, sir. 


STATEMENT OF ADMINISTRATOR ON NEED FOR CONTINUING FUND 


Mr. Cannon. In the 83d Congress, the Senate Interior hearings, 
page 2171, you said: 

If we have the continuing fund we can use it to deliver the power, and if we do 
not have the continuing fund, Ido not know who is going to operate the facilities 
to deliver the power, and I do not know that there will be any assurance that the 
people will get the power or at a reasonable rate. 

Mr. Wraieut. I still haven’t changed my mind a bit. I still don’t 
know. 

Mr. Cannon. You feel the same way about the continuing fund 
today? You haven’t changed your mind about that? 

Mr. Wricut. No, sir. 

Mr. Cannon. Do you think it could be restored? 

Mr. Wriacut. Do I think it could be 

Mr. Puitures. What? 

Mr. Wricur. I can’t answer, Mr. Chairman, what Congress is 
going to do. 
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RETURN TO ORIGINAL CONTRACT 


Mr. Cannon. I am not talking about Congress. I am talking 
about what can be done if we did go back to the old contract. 

Mr. Wriaur. I think I could work them in 5 years. 

Mr. Cannon. Is it the policy of the Department of the Interior 
to seek restoration of that fund? 

Mr. Wriaur. No, sir; not until Congress indicates that is what 
they want to do. The Congress doesn’t have to do anything. 

Mr. Cannon. Have they every asked Congress to do anything 
about it? 

Mr. Wricur. No, sir. 

Mr. Cannon. How do you account for the fact that they have 
never asked Congress, when it is self-evident that that is the only 
alternative? 

Mr. Wricut. I would go further, Mr. Chairman. I would say 
that I have never recommended .to Congress that they be asked for 
restoration of those funds to restore those contracts because I think 
that would be presumptuous. As I pointed out before, for a Depart- 
ment to keep trying to get Congress to do something that they said 
they didn’t want to do and weren’t going to do, I think would be 
presumptuous. 

Mr. Cannon. If you followed your sound business judgment you 
would do it, but out of courtesy to Congress, you don’t think it is your 
place to do that? 

Mr. Wrieut. If I could come up to Congress and tell you tonight 
I knew there was no other way to do it, that I was sitting as the 
witness in front of you and saying that if you don’t do it you will 
bankrupt these co-ops, if you don’t find another way to do it, the 
co-ops are going to 

Mr. Cannon. There is the old spirit. 

Mr. Wricut. There is nothing old or new about it. I haven't 
found anything different, Mr. Chairman, all the way. 

Mr. Cannon. Then you are willing to say that if the continuing 
fund is not restored these co-ops will have to fight each year for 
funds to carry out the contracts, that there will be a battle each year? 

Mr. Wricut. If the companies do not do what they told this 
Committee they will do, namely, make contracts with these coops 
which would make unnecessary the lease-operating contracts, that the 
coops are going to go bankrupt unless you restore—— 

Mr. Cannon. Why do you make a statement like that, Mr. Wright, 
when you know that the coops cannot make any deal with the private 
utilities that won’t bankrupt them so that the private utilities can 
take them over? You know they cannot meet the terms, that the 
terms are deliberately rigged to destroy the farmers’ co-ops. That is 
the obvious purpose. How can you say that unless they do, when 
you know they can’t do it, unless—— 
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Mr. Wrieat. Mr. Chairman, I don’t know that they can’t do it 
because I have successfully done it with a company in Texas. I 
have successfully done it with a company in Oklahoma. It wasn’t 
easy. It took a lot of years. One of the companies that contracted 
with me said one time before a Congressional committee that if he 
ever made a contract of the kind that I was advocating with the 
Government, his stockholders-ought to send him to the penitentiary, 
or something of that character, but a year or two later he made it. 

Mr. Cannon. Did you have to pay a rate that would bankrupt you? 

Mr. Wrianur. No, sir. We got a very good rate. 

Mr. Cannon. That is the difference between the situation in Mis- 
souri and your own situation. 

I would like to ask you, Mr. Wright, would you like to manage a 
cooperative that had to fight every year before Congress for money 
to survive for your very life blood, for your existence, for your solvency? 

Mr. Wriaut. No, sir. I wouldn’t like to manage a coop that had 
to do that. 

Mr. Cannon. I can’t see that you would, but that is the alternative. 

Do you think the continuing fund is just as important for the 
generating and transmission contracts as it has been and probably 
will be in the future for your contracts with private companies? 

Mr. Wricut. There isn’t any question that if funds aren’t provided 
those contracts cannot be made operative. 

Mr. Cannon. You haven’t changed your views on that? 

Mr. Wricut. No, sir. 


GRAND RIVER DAM PROJECT DEVELOPMENTS 


Mr. Cannon. You were sent to Oklahoma, I believe, in 1941, and 
were put in charge of the Grand River Dam Project, is that correct? 

Mr. Wricut. That is correct, sir. 

Mr. Cannon. I wish you would tell us briefly, because time is short, 
what the power situation was down there, and what you did to correct 
the power problem and how you improved the financial position of 
that agency, and in what condition you turned it back to the Govern- 
ment? 

Mr. Wrieut. I turned it back to the State of Oklahoma. 

Mr. Cannon. You turned it back to the State? 

Mr. Wriaut. Yes, sir. 

Mr. Cannon. Just how did you go about that and what result 
did you get? 

Mr. Wricut. When I went down there I found out that the Grand 
River Dam authority had a deficit of $639,000, that their operating 
expenses were $24,000 a month, that they were selling $12,000 worth 
of power a month for 1 mill per kilowatt-hour and that they had no 
prospects they would even be able to sell enough power to meet 
their payroll of $24,000 a month. 
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I seized the project as of November 21, and that afternoon I called 
the power company and told them the next day the contract would 
be canceled with them and the switches would be open unless they 
were willing to pay 5 mills more for the power they were buying 
for 1 mill. They agreed, and we changed the revenue from $12, 000 
a month to $60,000 a month. I negotiated contracts successfully 
with the company for integration, in which we firmed up an 18, 000 
kilowatt hydroplant to the point that we sold during the entire war 
an average of 60,000 kilowatts of almost around-the-clock power, 
95 percent of which was used by loads directly involved in the pro- 
duction of munitions and materials of war, as the President’s directive 
said the project must be used, with the result that I think during 
the entire time down there, and I am talking from memory now, we 
purchased about $1.5 million worth of power in about 6 years, and 
because we did that we changed the revenue of the project from a 
maximum of $800,000 a year to an average of about $1.8 million, 
which is a demonstration of what integration can and will do. 

The power was disposed of with a rate reduction of from 5 to 4 
mills during this period. The project was turned back to the Grand 
River Dam Authority with $3 million in cash. 

Mr. Cannon. In other words, you used common horse sense and 
followed sound business principles? 

Mr. Wriaurt. I used the best sense I had, Mr. Chairman. It was 
just as good as I had. 


PRESENT POLICY OF THE DEPARTMENT 


Mr. Cannon. It seems to have been sufficient and to have been 
effective. Would you say that the present policy of the Department 
of the Interior is consistent with the methods that proved so successful 
on that project? 

Mr. Wricur. I think the present 

Mr. Cannon. In the Grand River Dam? 

Mr. Wriaut. I think the present policy of the Department of the 
Interior is consistent with what Congress has told us we must do. 
I -_ going to put it right back on Congress, if we keep this up all 
night. 

fr. Cannon. As you 8 ay, Congress proceeded on information 
given us. And Congress will proceed in the future on recommenda- 
tions made to us. Neither you nor Mr. Aandahl or the Department 
of the Interior has made any recommendations at all that would 
prevent these cooperatives from going bankrupt? 

Mr. Wricut. Mr. Chairman 

Mr. Puruuies. Has the record shown that is why they were going 
bankrupt? 

Mr. Cannon. Does the record show anything else? If you will 
go back and read the testimony the witness has just given us, you 
can reach no other conclusion. 
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Mr. Wrieut. Mr. Chairman, I will say this: That Congress has 
instructed us repeatedly that it was your desire every time you gave 
us additional interim money to come up with some kind of contracts 
to take the place of these lease operating contracts. I think that 
is what the Desartmenit has definite indication on, from Congress, 
that you expect us to help these G and T companies work out some 
alternate contract. If Congress wants us to restore these lease 
operating contracts, I am sure the Secretary of Interior will do it. 

Mr. Cannon. All we are asking is your sound business judgment: 
Few men have had the experience you have had. Few men are in a 
position to express as authoritative an opinion as yourself. That 
is why we are asking you. 

You mentioned conditions at the end of the war. Isn’t it true that 
at the end of the war the private companies expressed a desire to 
continue the type of power marketing arrangement that you had 
with them during the war? 

Mr. Wrieut. They expressly refused to do it. 

Mr. Cannon. They declined to do it? 

Mr. Wriaurt. Yes, sir. 

Mr. Cannon. Isn’t your arrangement with the G and T coopera- 
tives pretty much the same arrangements you had with the companies 
in Oklahoma that proved so successful financially and from an operat- 
ing point of view? 

Mr. Wricut. It achieves the same integration, that is right. 


VALUE OF G & T’S TO COMPANIES 


Mr. Cannon. If the G and T’s tried to integrate with the private 
companies, what is it that they have that would be valuable to the 
companies in integration? 

Mr. Wrieut. They have a lot of things that would be valuable 
to them. 

Mr. Cannon. For example? 

Mr. Wricut. They would be able to trade peaking power to 
the companies just as I do for continuous power. They have facilities 
which the companies could utilize in connection with their own system 
in serving company loads in the area, and they have the advantages 
of integration for the company the same as the advantage of inte- 
gration for the co-op. 

I think in that connection, Mr. Chairman, I might speak some- 
thing else in the record. 

Mr. Cannon. Let me ask you this before we go any further: 
Why would Union Electric want that little generating station up 
there that Central has, when they have all their tremendous source 
of power? As a matter of fact, Central wouldn’t offer them very 
much in the way of power generation, would it? 

Mr. Wrieut. Not very much. 

Mr. Cannon. It would be a drop in the bucket, but they do covet 
control over the trade area. They do want to destroy the yardstick 
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which the co-ops provide up there. Sono one could tell whether they 
were charging a fair rate or not, isn’t that a consideration? ; 

Mr. Wrieut. That would be dependent upon the contract between 
the company and the co-op, Mr. Chairman. They could make a 
ee that would do that. They could make a contract that would 
not do it. 

Mr. Cannon. The private companies would like to put an end to 
competition, and that is one thing. In the second place, they would 
acquire the preference rights of the G and T for hydropower. That 
is quite an important consideration, isn’t it? 

Mr. Wrieur. That is a consideration. 

Mr. Cannon. In the first place, they would put an end to competi- 
tion. They would have a monopoly. They would destroy the yard- 
stick, and they would take over the preference rights. 


PROVISIONS OF PROPOSED CONTRACT WITH NORTHWESTERN 


Here is another thing they would take. Here is another remarkable 
section of this proposed contract which the Department of Interior 
is trying to negotiate between Northwestern and the Kansas City 
Power & Light: 


Src. 2. Operating Agent. Northwest shall constitute and appoint a true and 
lawful corporate agent, which operating agent, for the purpose of this Agreement, 
shall be authorized to (i) schedule and accept deliveries of hydroelectric power 
and energy for Northwestern hereunder, (ii) give notices of schedules and state- 
ments to the government, and receive and accept such notices from the govern- 
ment as herein provided; and to exercise for Northwestern the authority enumer- 
ated in this subsection (a) in all respects with the same force and effect as North- 
western could acting through its authorized officers. 

The operating agent appointed by Northwestern pursuant to subsection (a) 
above, shall be Kansas City Power & Light Co., which is the same operating 
agent appointed by the other cooperatives. 


They would turn control of their business over to Kansas City 
Light & Power. Do you approve of a section like that in any con- 
tract? 

Mr. Wriacut. I consider Northwestern is free, white and 21, and 
that is a provision they wanted. 

Mr. Cannon. They have not yet agreed to it. That is not a 
provision that Northwestern wanted. That is the provision Kansas 
City Light and the Department of the Interior wanted. That is the 
provision the private utilities wanted. They would like to take over 
a management of the business of the farmers cooperatives and the 

tate. 


ADMINISTRATOR 8 POSITION ON PROPOSED CONTRACT 


Would you make a contract if you were a manager of a cooperative 
like that with any agency? 

Mr. Wrieurt. If I were N.W. would I make that contract? 

Mr. Cannon. Yes. 

Mr. Wriaurt. No, sir. 
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Mr. Cannon. Of course not. Let us take this Northwestern 
cooperative, It is close to Kansas City. They have a 40,000- 
kilowatt plant. If they buy hydro from you, they will not be buying 
it for themselves. They would be buying it for the Kansas City 
Power & Light. 

Mr. Wriaut. Mr. Chairman, as I previously testified, that is true 
with respect to the N. W. contract at least for a number of years. 


EFFECT OF PROPOSED CONTRACT ON OTHER CUSTOMERS 


Mr. Cannon. That is one of the most ridiculous propositions that 
was ever proposed. If you sell 65,000 kilowatts or any amount of 
power to Kansas Power & Light through the Northwestern coopera- 
tive won’t you be robbing other preference customers in the South- 

western Power area of power they would be entitled to have? 

Mr. Wricut. You would be taking that amount of power that 
would otherwise be available. 


POSITION OF ADMINISTRATOR ON PROPOSED CONTRACT 


Mr. Cannon. I have here the Flood Control Act of 1944. It isn’t 
necessary for me to read section 5 to you because you are fairly familiar 
with it. Is any such policy as that consistent with section 5 of the 
Flood Control Act of 1944? 

Mr. Wrieut. I prefer that the Secretary answer that, Mr. Chairman. 

Mr. Cannon. We will have him later in the day. 

Mr. Wrieurt. I don’t think I can pass on the question of policy as 
a legal interpretation of that act. 

Mr. Cannon. I am not asking about policy. I am just asking il 
such a thing were done would it be consistent with this statute. 

Mr. Wricut. In my judgment, it would not. 

Mr. Cannon. Of course not. Would you follow that if you had 
your own way about it? 

Mr. Wrieut. No, sir. I would like to say in respect to this matter 
that I have discussed this with the Secretary, and he has informed me 
that the reason he is going this far is in trying to find a contract that 
will do this job in lieu of the lease-operating contract. 

Mr. Cannon. Evidently he hasn’t found it. Or do you think he 
has found it? 

Mr. Wriaut. I don’t know yet. 

Mr. Cannon. Do you think this last draft submitted by the 
Department is the solution of the problem? 

Mr. Wriaut. If a satisfactory contract can be made between the 
cooperative and the company in the case of KAMO and Sho- Me, I 
think it would be the answer. 

Mr. Cannon. Would this be satisfactory? Would you approve 
of Northwestern making that contract? If you were in charge of 
Northwestern, would you sign it? 

Mr. Wricur. If I were Northwestern, I wouldn’t have negotiated 
that contract. I have already told you that. 
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FinanciaL Status or GENERATING AND TRANSMISSION Co-ops 


Mr. Cannon. Discussing the question of bankruptcy, I would like 
to refer to the testimony in the hearings on the second supplemental 
appropriation bill of 1955. 

e asked Mr. Nelson about this situation. 


Mr. JensEN. We knew they were in a bad situation, and so we more or less 
leaned over backward in helping them through this period when they absolutely 
had to have help. There was nothing else to do, 


The time is late and I will insert the rest of this. You are doubtless 
familiar with this. I think that answers conclusively the imminent 
bankruptcy of the G and T’s. 

(The matter referred to follows:) 


Mr. JENSEN. We know they were in a bad situation, and so we more or less 
leaned over backward in helping them through this period when they absolutely 
had to have help. There was nothing else to do. 


FEASIBILITY OF MORATORIUM BY REA 


Would you consider a moratorium by the REA in that area which would, in 
2 or 3 years, put them on their feet, rather than an appropriation direct from the 
Congress? 

Mr. NgELsEn. We, of course, are willing to do anything that is reasonably pos- 
sible, and that is sound. Now, if we were to declare a moratorium for a long 
period of time, we will say 5 to 10 years 

Mr. JENSEN. That is as long as the law allows. 

Mr. Netsen. Well, I was considering—5 years is what is provided under 
section 12. 

Mr. JENSEN. Yes. 

Mr. Netsen. But you have got to consider the depreciation of the system, 
and sometimes I believe that we make a mistake in assuming that we will do 
some good when actually we are not, because when depreciation sets in, you 
have increased replacements, and those things pile up. 

Now, I have made the statement that the REA would be willing, that we 
would prefer, in fact, to let them remain delinquent and let them pay what they 
can rather than apply section 12. 

The minute you start using section 12 promiscuously it sets a precedent that 
makes it hard for us to police other loans in other areas. However, we are cer- 
tainly willing to listen to any recommendations this committee may have to make, 


FINANCIAL STATUS OF CO-OPS 


Mr. JENSEN. What is their financial situation? 

Mr. Netsen. Their financial status is a little tough; is it not, Mr. Cole? 

Mr. Cote. All of the G. T. borrowers in the SPA area operated with an accrued 
deficit last year, despite the money they received for the sale of power and for 
wheeling, as a result of this appropriation. 

We will resume this hearing and give every member on the com- 
mittee an opportunity to take all the time required. 

Mr. Davis. I think we ought to set that time now inasmuch as we 
have been 3 hours here without an opportunity to ask any questions. 

I certainly would not want Mr. Wright to go back and be unavail- 


able to the committee and we not have an opportunity to ask him 
some questions. 

Mr. Cannon. You suggest the time. We will be glad to arrange 
any time you suggest. 

Mr. Puriures. Tomorrow morning at 10 o’clock. 

Mr. Davis. How about 2 o’clock in the afternoon? 
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Mr. Cannon. Who is before the committee at 2 o’clock? 

Mr. Davis. We have the engineers on the upper Mississippi tenta- 
tively scheduled. 

Mr. Cannon. Can we displace them and continue this hearing? 

Would that be agreeable, Mr. Rabaut? 

Mr. Rasavut. Yes. 

Mr. Cannon. Would that be agreeable, Mr. Davis? 

Mr. Davis. Yes. 

Mr. Cannon. Is that agreeable, Mr. Phillips? 

Mr. Puruurrs. Yes. 

Mr. Cannon. We will resume tomorrow afternoon at 2 o’clock. 
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Fripay, May 6, 1955. 


SUMMARY JUSTIFICATION Data 


Mr. Ritxy. The committee will come to order. Without objection, 
we will insert pages 2, 3, 4, and 7 through 11 of the justifications at 
this point. 

(The matter referred to is as follows:) 


OPERATION AND MAINTENANCE 
GENERAL STATEMENT 


The estimate of $1,134,000 for the operation and maintenance program of the 
Administration for the fiscal year 1956 is based on operating and maintaining the 
transmission system constructed by the Administration and includes an estimate 
of $450,000 for the purchase of energy and wheeling charges. 

In 1955 the appropriation for operation and maintenance was $1,765,000, 
which, together with a transfer of $775,000, made a total of $2,540,000 available 
for that fiscal year. However, $61,500 of the operation and maintenance appro- 
priation was transferred to the Office of the Solicitor in accordance with provisions 
contained in the 1955 Interior Appropriation Act. After this transfer a total 
of $2,478,500 was available for the administration’s 1955 operation and main- 
tenance program. This program was carried out under the following activities 
and amounts: System operation and maintenance, $540,000; purchase of energy 
and wheeling charges, $1,590,000; power contracts and rates, $55,000; and 
general administration, $293,500. As the result of a survey team report made 
in the fiscal year 1954, reorganization of the Administration, together with a 
reduction in force plan, was executed in the fiscal year 1955. 

It is estimated that $1,134,000 will be needed to carry out the operation and 
maintenance program for 1956 under the following activities and amounts: 
System operation and maintenance, $425,000; purchase of energy and wheeling 
charges, $450,000; power contracts and rates, $55,000; and general adminis- 
tration, $204,000. This program is based on performing only the essential 
functions pertaining to the operation and maintenance of the Administration’s 
transmission system; carrying on negotiations for the marketing of power with 
preferred customers and private utilities for the purchase, sale and interchange 
of electric power and energy; and providing customer services. 
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JUSTIFICATION 
OPERATION AND MAINTENANCE 


System operation and maintenance, $425,000.—During the fiscal year 1956 the 
Administration will operate and maintain its transmission system—consisting of 
1,004 miles of high voltage lines and eighteen substations and switching stations— 
and, also, metering, communication, and protective equipment owned by the 
Administration but located at 7 Federally owned hydroelectric power plants and 
at 15 substations owned by interconnecting utility systems. Electric service to 
wholesale customers and, especially, the integration, exchange, and sale of power 
and energy with and to other electric systems make it important that the Ad- 
ministration’s system be as reliable as the privately financed systems with which 
it is interconnected. An unscheduled outage of a line or station creates an 
electrical disturbance in all or part of the interconnected systems of the South- 
west, which consist of electric generating and transmission facilities owned by 
Federal, State, and municipal agencies; rural cooperatives; and private companies. 
The results of such a disturbance range from simple inconveniences to major 
disruptions of service over a wide area and damage to facilities involving costly 
repair or replacement and loss of revenues. It is essential (1) that preventive 
maintenance be employed to minimize the frequency and extent of outages and 
(2) that facilities which have failed in service be repaired or replaced as quickly 
as required by the commercial needs of each such occasion. 

In order to furnish and assure reliable service over its system, the Administra- 
tion employs three line maintenance crews and one substation maintenance 
crew. ‘The line maintenance crews are located at Ada, Okla.; Muskogee, Okla.; 
and Doniphan, Mo. The substation maintenance crew is located at Muskogee, 
Okla. There are 8 wage-hour employees and 1 clerk in each line maintenance 
crew. The substation maintenance crew consists of 5 wage-hour employees, 6 
technicians, and 1 clerk. ‘There are four load dispatchers located at Springfield, 
Mo., making a total of 43 employees engaged in direct operation and maintenance. 
Considering the size of the system and the distances to be covered, this small 
field force will perform only the most essential activities. 

Following are the transmission lines assigned to each line maintenance crew, 
with the highway distances from the area headquarters in parentheses. 

The following tabulation indicates the estimated obligations for 1956 by 
organizational units under this activity: 


Organizational unit Number | Amount 


Division of Operations and Engineering: | 
Chief’s office , 385 
Branch of engineering and planning : 32, 485 
Branch of maintenance , 813 
Branch of system operations ss 37, 275 


Total permanent 55. 270, 318 
Deduct lapses ‘ 7 2, 338 


Net permanent k 267, 980 
Positions other than permanent 20, 000 
Regular pay in excess of 52-week base 

Payment above basic rates 


Total personal services 
Travel... .. luisa eid nc yn topsites Seemed tna isd ior daa calacsaatest Oded oe aaggt 
Other objects 


Purchase of energy and wheeling charges, $450,000.—Obligations to be incurred in 
fiscal year 1956 under this activity are based upon contractual arrangements for 
the purchase and sale of power, including service charges for the use of other 
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utility systems in the transportation of power to the Administration’s customers. 
Estimated fund requirements are listed below. 
Purchase of 
power and 
service 
charges 
ii PU CORN asc ssh rake biviaing Vins ates wenviteicimca nl ity cbiaced ake $201, 000 
. Western Farmers Electric Cooperative 18, 120 
. Northwestern Electric Power Cooperative 198, 030 
. Central Electric Power Cooperative 8, 100 
. M. & A. Electric Power Cooperative_-_............-.---.--..-.- 24, 750 


450, 000 


A detailed breakdown of the funds required follows: 
1. Oklahoma companies: 
Sale to preferred customers, 29,090 kilowatts and 137,595,000 kilo- 
watt-hours. 

Energy purchased from companies: 

137,595,000  kilowatt-hours—115,196,000  kilowatt-hours= 
22,339,000 kilowatt-hours. 

22,399,000 kilowatt-hours X $0.004 $89, 596 

Service charge: 
137,595,000 kilowatt-hours X $0.00125 171, 994 


261, 590 
Sale to companies: 
29,090 kilowatts X $0.15=4,363 kilowatts. 
4,363 kilowatts X $1.15 X12 months 


atte otdibethndinant G46 antemati ehh dcctemyha ole bye ance 201, 381 


2. Payment to Western Farmers Electric Cooperative: 


Service charge: Kilowatts 
Anadarko 
Altus Air Force 


1,200 X 4,400 hours= 5,280,000 
kilowatt-hours X $0.00125_ 6, 600 
Purchase of power: 


2,880,000 kilowatt-hours X $0.004 


3. Payment to Northwestern Electric Power Cooperative: 


Service charge: Kilowatts 
ea 


16,500 X 4,400 hours=72,600,000 
kilowatt-hours X 0.00125. 90, 750 
Purchase of power: 
26,820,000 kilowatt-hours X $0.004 


4. Payment to Central Electric Power Cooperative: 
Service charge: City of Hermann 600 kilowatt x 4,400 hours= 
2,640,000 kilowatt-hours < $0.00125 
Purchase of power: 
1,200,000 kilowatt-hours X $0.004 


5. Payment to M. & A. Electric Power Cooperative: 
Service charge: Kilowatts 
City of Sikeston 
City of Poplar Bluff 


X 4,400 hours= 19,800,000 
kilowatt-hours X $0.00125_ 24, 750 
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Power contracts and rates, $55,000.—The estimate covers funds for personal 
services and travel of the Division of Rates and Customer Service. The staff of 
this division carries out all marketing agreements with preferred customers and 
private utilities for the purchase, sale, and interchange of electric power and 
energy. 

In order to perform the basic function mentioned above it is necessary for this 
staff to render service to the Administration’s customers; to make continual 
analyses of power rates to insure that sufficient revenue is derived from the sale of 
power and energy for the amortization of the Government’s investment in both 
production and transmission facilities; to calculate rates and prepare supporting 
pay-out studies for submission to the Federal Power Commission for approval; 
and to perform accounting and billing service for all contractual agreements for 
the purchase, sale, and interchange of electric power and energy. 

The following tabulation indicates the number of positions and the estimated 
personal services and travel costs of this division that are considered necessary to 
carry out this activity for the fiscal year 1956. 





Organizational unit Number Amount 





Division of Rates and Customer Service.__.....__......__-- ie aren . 0 | $50, 730 
Deduct lapses Tite added@hatabadines } 1, 225. 


Net permanent ; 49, 505 
Regular pay in excess of 52-week base peed i dalle [353 195 
Payment above basic rates ae acai : ca 300 


Total peranmel aervi0es <,. 6 <<... nnn apedes- JJ. ws acta 50, 000: 
Travel i bial Te 5, 000 


55, 000 


General administration, $204,000.—The estimate for this activity includes the 
cost of personal services, travel and other general administrative expenses charge- 
able to electric operations but not directly chargeable to a particular electric 
function, such as production, transmission, sales and customer services, etc. 
These costs cover the executive direction and service functions necessary to 
accomplish the overall program of the Administration. In former years, a por- 
tion of these costs has been either charged directly or allocated on a percentage 
basis to construction. The Administration does not contemplate any new con- 
struction starts in 1956, and as the construction program initiated in former years 
will be completed in 1955, the costs incurred under this activity will be entirley 
chargeable to operation and maintenance. 

The tabulation indicates the estimated obligations for 1956 by organizational 
units under this activity. 


Organizational unit | Number Amount 


Office of the Administrator é 8 $56, 340 
Division of Administrative Services 
Chief’s office. ....._ - 14, 760 
Branch of budget and finance s 46, 845 
Branch of office services 8 39, 805. 
Total—Division. of Administrative services_ -- 18 | 101, 410 
Total permanent...) 22o2.22.-2.22...-.22- Lada Wd bhasGsbakiicceeaduas : 26. 0 | 157, 750. 
Deduct lapses .3 2, 055 
Net permanent baat cv i 155, 695 
Regular nae.an exouns of G3- week baee....................------<s0s---<------ ; 605 
Payment above basic rates 3, 700 


Total personal services 160, 000 
Travel |- 12, 000. 
CUI i lala al al as -| 32, 000 


} 
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FUNCTIONS OF THE SOUTHWESTERN PowrER ADMINISTRATION 


Mr. Ritey. Mr. Wright, I want to understand, if I may, just what 
the operation of the Southwestern Power Administration is. Do | 
understand you are a marketing agent and get your power from 
certain Government dams and cooperatives and things of that kind, 
and sell it, or just how do you operate? 

Mr. Wrieut. We are an agency of the Department of the Interior, 
Pursuant to the Flood Control Act of 1944, we have been designated to 
dispose of the power from the dams of the War Department in this 
area; so we simply are advised by the War Department of the power 
they have to dispose of and we undertake to contract and make the 
necessary arrangements to take this power at the dam and dispose 
of it in accordance with the Flood Control Act. 

Mr. Ritey. How do you get your operating funds? 

Mr. Wrieut. Through appropriations. 

Mr. Ritey. How is the Government reimbursed? Does it get 
income from these dams and power plants that are operated, and 
then you get your appropriations to render your services? 

Mr. Wriaur. No, sir. All of the revenue from the sale of power is 
deposited directly into the Treasury and, under the law, this revenue 
is required to be such as to repay all of the costs in connection with 
power. If not, then the rates must be raised. 

Mr. Ritey. Now the expenses in regard to power include the ex- 
penses of your office? 

Mr. Wriaur. Yes, sir. 

Mr. Ritey. And the operating expense is sufficient to take care of 
your service? 

Mr. Wriacut. Of our maintenance and operation cost in total, and 
the repayment of any capital investment we have made in transmission 
facilities, and of the Army’s maintenance and operation of the dam 
and of the initial cost of the dams allocated to power. 

Mr. Ritey. That is all taken into consideration in the development 
of the rate? 

Mr. Wricut. That is correct. In addition, one other item of 
expenses, that is, any money we might spend through contracts to 
pay wheeling or rentals for transmission facilities, or the purchase of 
power is likewise taken into account, and any payments where we 
might buy steam power to go with the hydro power. 

Mr. Riey. I believe you testified last night you make contracts 
with steam generating units to firm up your power and you sell some 
of your peaking power to them to use? 

Mr. Wricut. That is correct, Mr. Chairman. 

Mr. Rixey. So it is a mutually beneficial operation? 

Mr. Wricur. That is correct, sir. 

Mr. Chairman, I had some more statement last night when we 
got into a rather lengthy discussion of certain contracts, and I would 
like to put a little more in the record which I believe will be helpful 
to the committee. It will only take me about 5 minutes to complete 
my statement, if I might do that at this time. 

Mr. Riney. All right. 


REDUCTION IN STAFF 


Mr. Wrieut. I would like to direct the committee’s attention to 
the fact that in the material for budget presentation which I filed with 
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the committee last night, there is included a chart of the organization 
of the Southwestern Power Administration showing a total of 91 
positions as a result of the reorganization of the Southwestern Power 
Administration. This is important in connection with the considera- 
tion of our budget, because a reorganization plan is being completed 
which will reduce the Southwestern Power staff from 196 persons to 
a presently approved level of 91. In my judgment, the permanent 
staff will stabilize at somewhere between 90 and 95 persons, depend- 
ing on additional considerations entering into the thing, and the 
budget this year is designed to meet that very minimum staff, and 
and that minimum staff only. That represents a curtailment of 
activity and reorganization of considerably more than one-half. 

Mr. Rixery. [ understand you have reduced your staff considerably? 

Mr. Wricur. Yes, sir—from 196 to the present level, of 104 and, 
by the end of this year, it is supposed to be 91 or 93. 

Mr. Riney. Does this cut down your request for appropriation, or 
expenses, by some $1,744,500? 

Mr. Wrigeat. It cuts it down, but I do not believe quite that much. 
Last year our system operation and maintenance was $540,000; this 
year it is estimated to be $425,000. Last year the general administra- 
tion was $293,500; this vear it is estimated to be $204,000. 

Mr. Ritey. What is your total? 

Mr. Wrieut. The total for last year of those items would be 
$888,500 last year and, this year, it would be $684,000. 

The other large reduction in our budget request this year is the item 
for purchase of energy and wheeling charge s. By the way, our re- 
quest this year is the same as the request last year, but the Congress 
appropriated money in excess of the request which was submitted by 
the Department. 


DIFFERENCE IN COSTS WITH AND WITHOUT G. & T. LEASE 
PURCHASE AGREEMENTS 


Now I think of considerable interest to the committee will be some 
figures we have compiled of a comparison of the financial requirements 
of the Southwestern Power Administration with the G. and T. con- 
tracts that are operative, and the contracts that are inoperative, and 
I would like to make this a part of the record, if I may. It also 
shows the rate calculations. I have no comments to offer on that. 
I believe it will be valuable to the committee in their consideration 
of the very lengthy discussion we had last night. 


Difference in cost and rates if S. P. A. operated under lease purchase agreements with 
G. and T. cooperatives 


| 6 | ‘ , | Sion Replace- 
| aaah aoa adiele. | market Service | Purchased | Transmis-| ment 
oe charge | power jsion rental|/G.and’?. 


Total 
| tenance |istration| ing | systems 
| | -) : 


ee | —_ 


With G. and T. sys- 
tems. $1, 035, 000 |$617, 000 $76, 700 $245,000 |$3, 739, 387 [$1,601,000 |$355, 330 $7, 669, 417 
Without G. and T. | | 
SYMON cases cts 450,000 | 254, 000 55,000 | 308,620 | 517,904 | 


585, 000 363, 000 “21, 700 — 63, 620 | 3,221,483 | 1,601,000 355, 5 | 6, 5, 083, 893 


| 
| 
“| 
| 
| 
| 


Increased costs--| 





Before Table Rock: Million kilowatt-hours 
Primary energy ! 
Steam energy 


627,000,000 kilowatt-hours X $0.00623= $3,906,210. 
$6,083,893 -- $3,906,210= $2, 177,683. 
$2,177,683--1,368,000,000 kilowatt-hours = 1.59 mills/kilowatt-hour. 
6.23 mills/kilowatt-hour+1.59 mills/kilowatt-hour=7.82  mills/ 
kilowatt-hour. 
After Table Rock: 
Primary energy ! 


627,000,000 kilowatt-hours X $0.00713= $4,470,510. 

$6,083,893 — $4,470,510= $1,613,383. 

$1,613,383 — 1,748,000,000 kilowatt-hours=.092 mills/kilowatt-hour. 

7.13 mills/kilowatt-hour+0.92 mills/kilowatt-hour=8.05 mills/kilo- 
watt-hour. 


1 An integrated system. 


Nore.—increased costs due to generating and transmissions equals 9.70 mills/kilowatt-hour on energy 
obtained from generating and transmissions, 


Mr. River. What is this service charge? 

Mr. Wriaurt. In our contracts under which we move power through 
other transmission line systems——— 

Mr. Riey. Is that the same as a wheeling charge? 

Mr. Wricut. Yes, sir. The companies refer to it as a wheeling 
charge, because there are other services in the movement of power. 
Power does not actually move; in most cases it is an exchange; you 
put it in their system in one place, and they take it out at some other 

lace. 
‘ Mr. Rizney. And “transmission rental’ is the actual rental of 
transmission lines? 

Mr. Wriacut. That is correct; in any transmission lines that are 
leased, those are included in toto in the inoperative contracts. 

Mr. Ritey. I notice you have an item here “replacement, generating 
and transmission systems.’ Is that simply maintenance, or what is it? 

Mr. Wricut. Actually it would represent items of network struc- 
tures that were actually taken off of the books and replaced with 
new items which the Government would have in any leased system. 
In other words, if an insulator breaks, you put in a new insulator, 
so that the item is called a replacement, or we might lose a pole, or 
one other structure. 

think the committee will also be interested in what we have done 
with the money you have given us in the years since we started our 
operations. With your permission, I would like to file a very short 
sheet showing what has happened with operation and construction 
money appropriated to the Southwestern Power Administration. 


CONSTRUCTION APPROPRIATIONS 


You will notice we have had appropriated to our Administration 
total construction money of $25,089,782. We have never asked for 
a supplemental appropriation and we have returned out of that to the 
Treasury $1,264,300; we have transferred out of savings to appro- 
priations for O. and M. $775,000; we have presently in reserve $187,625 
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which we are recommending be rescinded, and we have a further 
reserve Of $813,000 for customer connections and connections with 
generating and transmission cooperatives and private utilities, which 
| believe will not be expended. 

Mr. Riuey. Let me ask you a question in regard to that. How 
did you save this $775,000 transferred to operation and maintenance? 

Mr. Wrieur. By being able to build our systems cheaper than the 
estimates on which appropriations were made. 

Mr. Ritey. That was saved out of the projects? 

Mr. Wrieut. That is correct. 

Mr. Ritey. What is this $813,000? 

Mr. Wrieur. That is in the reserve of the Budget Bureau in the 
Treasury at the present time and would have to be released out of 
the reserve by the Budget Bureau for expenditure only upon justi- 
fication by the Secretary that he needed it for these customer connec- 
tions in connection with generation and transmission cooperatives, 
and others. If we find we do not need it, we will so recommend. 

Mr. Ritey. That is a reserve for work you may have to do? 

Mr. Wricut. May have to do, which Congress realized several 
years ago and appropriated for that purpose until we determined 
whether it had to be done, or not. 

Mr. Ritey. You are just holding that in escrow until that deter- 
mination is made? 

Mr. Wrieut. And we wanted to point out to the Congress that we 
have it and did not spend it. 

Mr. Ritey. We will insert the table showing the status of con- 
struction appropriations at this point in the record. 

(The matter referred to follows:) 


DEPARTMENT OF THE INTERIOR—SOUTHWESTERN POWER ADMINISTRATION 


Construction Appropriations Fiscal Years 1947 Through 1956 
Fiscal year— Amount 
$7, 500, 000 
248, 831 


7, 251, 169 


4, 000, 000 
267, 087 


3, 732, 913 


Net appropriations 25, 039, 782 
Construction Funds in Reserve as of Jan. 31, 1955 


Reserve for subsequent years (to be rescinded) $187, 625 
Reserve for other contingencies: 
Customer connections 
Connections with generating and transmission’s and 
private utilities 


Total reserves 


' Returned to Treasury Public Law 172, title V. 
? Transferred to Operation and Maintenance Public Law 465, title I. 
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OPERATION AND MAINTENANCE APPROPRIATION 


Mr. Wricut. This next is a similar tabulation for the funds thai 
have been granted to us by appropriation for maintenance and oper- 
ation since the creation of the Southwestern Power Administration. 
For the fiscal years 1944 through 1949 we had appropriated $1,001,000 
Of that, we returned to the Treasury, unexpended, a saving of $178,722 

The next year we had an appropriation of $525,000; we returned to 
the Treasury or, rather, to the O. and M. savings for the construction 
program, which was reappropriated, $257,913. 

In 1951, we had appropriated $760,000 and we returned $121,435 
to the Treasury. 

In 1952, we had appropriated $1,255,712 and we returned $226,540 
to the Treasury. 

In 1953, we had appropriated $1,450,000 and we are returning to 
the Treasury this June, with no unliquidated obligations, $337,507 

In 1954 we had appropriated $1,600,000. Under authority granted 
to the Department, $58,000 of that was transferred to the defense 
agency, and the balance of $295,124 will be returned to the Treasury 
for the liquidation of obligations in June. 

Mr. Ritey. We will insert the table from which you are reading 
into the record at this point. 

(The matter referred to follows:) 


Operation and Maintenance Appropriations, Expenditures and Unexpended Balances, 
Fiscal Years 1944 Through 1954 


| 
‘ Unexpended 


. : balance of 
Expenditures appropria- 


| Appropria- 
| tion 
tion 


Fiscal year 





1944 through 1949. $1, 001, 000 $822, 278 $178,722 | Returned to Treasury. 

1950 525, 000 267, 087 257,913 | 1950 appropriation available until ex- 
pended. O. and M. savings of $257,913 
carried over and utilized on construc- 
tion program. 

760, 000 638, 565 121,435 | Returned to Treasury. 

1, 255, 712 1, 029, 172 226, 540 Do. 

1, 450, 000 1, 112, 493 337, 507 | Will be returned to Treasury on June 30, 
1955. No unliquidated obligations. 

1, 600, 000 1, 246, 876 353, 124 | $58,000 transferred to Secretary’s office 
in accordance with Public Law 207, 
sec. 1310. Balance of $205,124 will be 
returned to Treasury June 30, 1955, 
after liquidation or adjustment of out 
standing obligations of $267. 


Mr. Riney. With reference to the table you have just placed in 
the record and the actual expenditures, this year you are asking 
$1,134,000; is that right? 

Mr. Wriaut. That is correct. 

In this connection I would Jike to say to the committee that we 
consider the appropriations of Congress as the upset figure against 
which we must work, and it is almost literally impossible to expend 
the tota) without risking a deficit situation. 

aa believe we have made a record of which we can be reasonably 
proud. 
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SALES TO PRIVATE UTILITIES 


We have contracts with three utility companies. These contracts 
have been in operation for a number of years and I think it is high 
time that Congress now see what is happening to the Government 
under them. We are quite proud of those contracts and the results 
of them, and I would like to place in the record a very brief tabulation 
of what has happened since the inception of each of those contracts. 
Should there be any of this information that the committee feels 
would not be helpful to have in the record, but simply have for their 
own information, I certainly offer no objection to that disposition 
of it; because our purpose in furnishing it is to be helpful to you. 

If you will take a look at the first page of this tabulation “Summary 
of total sales under Texas Power & Light Co. contract No. 177,” 
very briefly the results of that contract are that we have received an 
average rate for the Government’s primary energy of 8 mills a kilo- 
watt-hour; we have received a rate for the Government for sec ondary 
energy of 1.25 mills per kilowatt-hour. Even though we received 
that low rate, we were able, through this integration, to serve the 
preference customers at an average rate of 5.53 mills during this 
period of time. In other words, it was the cooperation of the com- 
panies and the advantage of this integration that enabled us to do 
that. 

On the second page, we have a similar tabulation for operations 
under the contract known as the Narrows Dam contract. This 
contract is almost, I think you will note, one of unbelievable advantage 
to the Government. Under that contract we disposed of the power 
from Narrows Dam for a flat fee of $207,000 a year, win, lose, or draw, 
and we have a right to buy back 25 percent more power than the dam 
is capable of producing for service of preference customers. So that 
under that contract, we have received for primary energy at the Gov- 
ernment dam an average rate of 10.43 mills per kilowatt-hour and 
1.53 mills per kilowatt-hour for dump power. And the company 
actually paid for power they retained 31.2 mills, and the cooperatives 
and preference customers were being served at an average rate of 
5.37 mills per kilowatt-hour. 

There has been a great deal of comment about company contracts 
and we are very pleased to put this information before this committee. 

Under the Oklahoma contract, I particularly call your attention to 
the fact that under that contract during the period of its operation, 
the Government has produced only a total of 215 million kilowatt- 
hours of primary energy; yet, through this energy, we have delivered 
to preference customers 237 million kilowatt-hours. The result of the 
integration was that we have obtained an average rate for the Govern- 
ment’s firm power of 7.36 mills per kilowatt-hour; 1.25 mills for the 
dump power, and the cooperatives, public bodies and preference 
customers, including Government installations, have been served at 
an average rate of 5.54 mills per kilowatt-hour. 

Mr. Rizey. We will insert the tabulation to which you are referring 
into the record at this point. 

(The matter referred to follows:) 
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I do not propose, Mr. Chairman, to place the tabulation in the 
record which I shall refer to now; but, very briefly, through interim 
operations which we carried out last year with the money that Con- 
gress appropriated, in addition to those requested by this adminis- 
tration, we had as a net result of utilizing that money the supplying 
of some 40 million kilowatt-hours for nothing and paying $200,000 
cash out of the appropriation into the integration. We did this to 
try to get over this interim period with the money which Congress 
said it wanted us to use to help these G. and T. cooperatives. Obvi- 
ously such a situation as that cannot continue and we strongly urge 
that some solution of this thing be had, and this committee should 
insist upon some solution being had. 

Mr. Rivey. Looking at this second page, I am wondering how 
anybody can afford to pay 31.2 mills for power. 

Mr. Wriaut. Very simply. The thing that is of value to them is 
capacity. In other words, to have that capacity available to that 
company maybe for no longer than 1 month a year, is worth $17.85 
a year, we calculate, figuring it at the capacity of the five dams there, 
and 1.5 mills for dump power, that if you have very little energy going 
for $17.85, the surplus capacity is a commodity that is very, very 
valuable. 

Mr. Ritey. What was your actual income in dollars and cents for 
this 31.2 mills rate for energy? 

Mr. Wriaut. We had a total income from the Western Gas & 
Electric Co. during this period of $690,000. 

Mr. Ritey. Cannot you point out the amount you got at the 31.2 
mills rate? I am rather intrigued by that. 

Mr. Wricut. They got actually 12 million kilowatt-hours, for 
which they paid us $355,000. 

Mr. Ritey. And that is where you get your average 31.2 mills? 

Mr. Wrieut. Yes, sir. 

I have two other items I wish to comment on to the committee, that 
I think will be of interest to you in the completion of my statement. 
First, in listening to the hearings which this committee had with 
other agencies in this basin, an upset figure of $17.85 per kilowatt 
demand charge and an energy rate of 1.5 mills was discussed. I wish 
to point out to the committee I believe that is a correct valuation for 
power as an upset figure and that, at 150 hours, would be about 11% 
mills per kilowatt-hour for peaking power in this area. I think the 
committee ought to have what the effect of that suggested rate would 
be at that time. It would be about 11% mills per kilowatt-hour. 
We are selling Whitney Dam power at substantially this figure. 

Mr. Puiuuips. Is it your contention that that is prohibitive? 

Mr. Wricurt. No, sir; I think it is about the maximum you could 
expect to achieve. 


ARKANSAS-WHITE-RED RIVER SURVEY 


I also was interested yesterday in the discussion of the Arkansas- 
White and Red River report and with the indulgence of the com- 
mittee we have participated in that report and I would like to say 
this to you as our view of that report. The report, true, is going to 
be an inventory of projects, but it is going to be an interrelated in- 
ventory and I think the value to Congress of the report can be very 
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great if when an agency brings up a project before you, you have the 
Arkansas-White-Red Rivers report and can see what other agencies 
also may be interested or affected in that project and insist that any 
investigations affecting an agency, that they participate, and that 
they participate in the coordinated plan of investigation. In other 
words, we have had in the past—and one of the things I think is 
wrong—a situation where you may have five agencies working on the 
same thing at the same time, and none of them willing to let the 
other one have information for fear he is going to get the job of 
building it. I do not think that is good. I think this Arkansas- 
White-Red River report, while it is very expensive, can be a useful 
tool to the Congress of the United States. And we feel our partici- 
pation in it has been worthwhile. 

In closing, I would like to say we feel our budget is the rock bottom 
based on the very severe reorganization plan, so severe in fact that we 
are not exactly sure we can do the job we ought to do with the staff 
we have—we are going to try—and the amounts of money asked for 
the purchase of power are those actually required under the con- 
tracts that have been in existence for a number of years and our 
expenses are geared to our experience almost as closely as we know how 
to gear them. 

I thank the committee for your courtesy and indulgence in allowing 
me to make such an extended statement, and I will try to answer any 
questions. 


OPERATIONAL AND MAINTENANCE COSTS PER MILE OF LINE 


Mr. Ritry. We are glad to have this information and we will 
reserve these documents you have submitted for insertion in the 
record until the committee can look over them and check them. 

Could you tell me the cost per mile of transmission lines for the 
system operation and maintenance on the basis of your 1956 estimates? 

Mr. Wriaut. Yes, sir. 

Mr. Ritey. Or what the actual cost was in 1953 and 1954. 

Mr. Wricut. We have 1,004 miles of line. The M. and O. esti- 
mate for this total of 1,004 miles of line is $425,000. My guess is 
that about $125,000 of that is involved in substations, switching 
stations, and maintenance and operation other than line. So that 
our maintenance and operation cost per mile would probably ap- 
proximate $250 to $300 a mile. 


NUMBER OF EMPLOYEES 


Mr. Ritzy. Do I understand from this report that you have 25 
permanent positions under your general administration setup? 

Mr. Wriaut. That is correct, Mr. Chairman—25.7 in the category 
known as general administration, out of the 91 positions. 

Mr. Rixtzy. That is about 28 percent of the total. 

Mr. Wriaur. Yes, sir. 

Mr. Rixey. Is that rather high, or do you think that is in line? 

Mr. Wrieut. I think when you have an agency that must function, 
you have requirements placed on you as an agency, regardless of your 
size, about the same as any other agency. And the smaller an agency, 
in my judgment, the larger this percentage would be. In other words, 
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if you had an agency of 91 people or 1,000 people, you would have | 
administrator and 1 assistant administrator. There are many func- 
tions that are imposed on this staff over which we have absolutely no 
control. 

For example, recently when Congress was considering the supple- 
mental appropriation with which this agency had nothing to do, we 
had a request for information, and a proper request—Congress is 
entitled to ask us for anything they want—which took me 47.5 
man-days of time to supply the detailed information and send it up. 
I have no control over that; it may happen any time. And the Civil 
Service Commission is critical of our operations now, in that we are 
not spending any money in this operation—they are critical of 
the fact I have no safety engineer; that I have been lax in manage- 
ment improvement, the reason is I do not have the staff to do it. 

Mr. Ritey. If your operation were increased and you were able 
to get additional power to handle, you would not have to increase 
your staff proportionately, would you? 

Mr. Wricat. No, sir. We had a staff at one time of approximately 
350 people in full swing operation and at that time, comparable to 
this operation, I would say there would only be about a 10 percent 
increase in this number to handle that many more people. It takes 
roughly one person to service every ten in a good organization. 

Mr. Davis. Just to clear up the record and my recollection, I am 
sure all of us share a good bit of satisfaction in the reduction of the 
overhead that is evidenced here. We have $204,000 in the estimate 
for general administration and you, I believe, or one of your assist- 
ants, mentioned that represented an average annual employment 
of 25.7 persons. 

Mr. Wriaurt. That is correct. 

Mr. Davis. How are the balance of your people divided as to the 
other items that are included here? For instance, you have about 
88 people to account for and how will they be charged up against 
these other items? 

Mr. Wriaurt. If you will refer to the chart, I may be able to help 
you alot. The Division of Rates and Customer Services, shown on 
the right-hand upper row of the chart, is charged to the power contracts 
and rates activity to the extent of $55,000. The branch of engineer- 
ing and planning, starting in the center of the page, on the third line 
down—the branch of maintenance, the branch of system operations, 
the substation crews and the three-line crews, will be charged to the 
activity system operation and maintenance in the amount of $425,000. 
We have developed quite a trick there. 

If you notice, that centerline crew is much heavier and bigger than 
the crew on either side. We have skeltonized the two end crews 
with the idea of keeping the equipment there so that if anything 
happens we can get men from the center linestations as fast as we 
can get equipment to the location of the trouble. And we have had 
one tornado so far that has proved us to be right. 

Mr. Davis. Then how many people do we have in this System 
Operation and Maintenance? 

Mr. Wrieut. I think you have in the total activity 54.5 and 8 non- 
permanent positions. That is shown on page 7, I believe. 
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Mr. Puriuies. Was that a voluntary reduction in personnel, or 
was it a reduction in some way stimulated by the Appropriations 
Committee? 

Mr. Wricut. It was a reduction initiated by the Department of 
the Interior through the Secretary of the Interior. It was voluntary. 

Mr. Puaruures. If it was a voluntary reduction then, of course, there 
will be some money left over from the personnel item in last year’s 
budget? How much is left over? 

Mr. Wriaut. That will not be so, because in last year’s budget this 
program or reorganization was taken into account. In other words, 
this reorganization plan has happened over a period of about 2 years. 
We intended to go from the level of where we were to this desired 
level because we had a number of construction activities that we were 
bringing to a close. Actually we ran into a problem on that. When 
people found out about the plan of reorganization, they left us faster 
than we had programed them to leave us, and we wound up on the 
end of this thing with a little hump of unfinished business. But | 
think we are going to be able to get over it. 

Mr. Putiuuips. Translating that into simple language, you mean 
you spent more money than you had for personnel? 

Mr. Wriaut. No, sir. In preparing our budget estimates for 
Congress last year, this reorganization plan was known and was taken 
into account, so that our money requested for that year took into 
account this reduction in personnel throughout the year. 

Mr. Paruures. I understood that; but you followed that by the 
statement that you came out at the end of the year with a little 
problem of some kind, and I interpret that, from my experience on 
another committee, to mean you overspent your money. 

Mr. Wricut. No, sir. What actually happened was we did not 

spend as much money in the first part of the year as we expected to, 
so that we had to keep more people on at the end of the year to finish 
the work I hoped to finish earlier in the year. In other words, when 
we plotted the line —— 
» Mr. Puiturps. And the number you had did the work in the first 
quarter and, according to the record, you are not increasing your 
work. So I say, because of your statements last night, you then do not 
need any more for the fourth quarter. 

Mr. Wricut. Mr. Phillips, we were completing our own trans- 
mission-line systems during this period. 

Mr. Puruuips. You are talking about force-account work? 

Mr. Wricut. No, sir. We have engineers and people who were 
supervising the completion of the contracts. We do our own engineer 
work and we do our own inspection work. We do work by contract, 
and as we brought that work to a close, we were able to get rid of 
people and we got rid of people faster than we hoped to, and did not 
get the work done that we expected to get done. 

Mr. Puriuips. And I understood, you did not get money from the 
Congress last year in order to do all the engineering work you had 
planned to do in the fiscal year. 

Mr. Wricur. No. I got the money, but our people left; despite 
the fact that I had the money, some of our people left quicker than 
we had planned for them to leave 

Mr. Puiuurpes. Normally, when people leave a corporation, the 
corporation has the money left over. 
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- Wricut. That is true. So that if we had kept that same rate 
a to aa end of the year, we would have had some unfinished work 
and would have saved. In fact, we are going to have several dollars 
saved—my guess is about $30,000 at this time. 

Mr. Putures. Now we are getting down to the answer to my first 
question. You are going to have $ $30,000 left over. Is that right? 

Mr. Wrraut. I think so. 

Mr. Paitures. If you put on this additional force for the first quar- 
ter just to finish the job, that is, to do the work which had been carried 
over from the preceding year, then presumably you are letting those 
people off again now? 

Mr. Wricut. I did not put them on. In other words, a man 
scheduled to go on March 31 may not have been let go until June 30th. 
We kept him “three months longer than we expecte d to kee ‘p him, and I 
have displayed a chart which shows we came out over all better than 
we expected, to by about $30,000. 

Mr. Puiuuires. Now, if Mr. Davis will pardon me, I was merely 
doing this to ask what 1 thought was a simple question which would 
get a simple answer, and I still think it could be answered “Yes” 
without the rest of the analyzing, although I am glad to have the 
information. 

LAWYERS 


But if Mr. Davis will permit, I noticed when looking over this ma- 
terial there were some lawyers. | would be surprised if I had not 
found some lawyers on a chart, but where do I find them? 

Mr. Wricut. I do not know. I do not see any on here. 

Mr. Puiturres. Somewhere there were lawyers working on con- 
tracts that were to have been carried out, working on titles, for those 
REA transmission lines that you were going to build. Were those 
your lawyers? 

Mr. Wriaut. No, sir. When this reorganization plan was ap- 
proved by the Secretary, the lawyers previously assigned to the 
Southwestern Power Administration under my jurisdiction were 
transferred to the Office of the Solie — in Washington as part of his 
staff. He reorganized the lawyers of the Department so that the 
group in that area originally do the work for all agencies of the 
Department of the Interior and are not under my jurisdiction. Any 
legal work I have is referred to them and they are included, I believe, 
in the original appropriation bill for the Department of the Interior. 

Mr. Puiurrs. I had the misfortune not to hear that; otherwise I 
would not have asked this question. May I now ask, Secretary 

\andahl, have you let out the lawyers who were hired to look into 
titles for transmission lines, which is work that the Department’s 
Land Office is best equipped to do? 

Mr. AANDAHL. That work is not being done now, as I understand. 

Mr. Puitures. That I understand, also. I am trying to find out 
what became of the people who were hired to do it. I do not imagine 
you would know, as that is a detail of the office you would not be 
expected to know. 

Mr. AAnDAHL. I do not have that information. 

Mr. Puruuips. Maybe it would be a good idea if you would furnish 
the committee with the number of lawyers in that section before they 
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were transferred from Southwestern, and then the number after the 
transfer, and the number today. 

(The following information was supplied for the record:) 

The legal services of the Department were reorganized on July 1, 1954, to con- 
form to the recommendations of the survey team appointed by the Secretary of 
the Interior to study the legal activities of the Department and advise on how best 
such activities could be operated efficiently and economically. The reorganization 
took the form of consolidating in the Office of the Solicitor full responsibility for 
the performance of legal services to the operating bureaus and offices of the De- 
partment and resulted in the transfer to the Solicitor’s Office of the legal person- 
nel and legal functions theretofore identified with the several operating agencies 
of the Department. 

Just prior to July 1, 1954, the Southwestern Power Administration maintained 
a legal staff of 6 attorneys and 4 clerical employees. That staff was transferred, 
without change, to the Office of the Solicitor and is currently functioning at the 
regional headquarters at Tulsa of the Tulsa region, comprising the States of Okla- 
homa, Kansas, Missouri, Arkansas, and Louisiana. 

In essence, with the integration of the legal activities of the Department in the 
field on a regional basis, the lawyers formerly assigned to and devoting full time 
exclusively to the legal work of the Southwestern Power Administration are now 
available to the administrative personnel of that Administration and, as well, to 
such personnel of the Bureau of Indian Affairs, Bureau of Reclamation, Bureau of 
Mines, Fish and Wildlife Service, National Park Service, and Geological Survey 
whose programs and activities are within the confines of the Tulsa region, As the 
regional headquarters office, the Tulsa office is also responsible for the coordination 
and supervision of the legal work carried on in four branch offices located in the 
State of Oklahoma. 


Construction Costs, MAINTENANCE AND OPERATION Costs, Rev- 
ENUES, ETC., OF ALL PROJECTS 


Mr. Davis. In connection with these sources of hydroelectric power 
in the area served by the Southwestern Power Administration, | 
would like some information and I think it would probably be most 
helpful to us if it could be presented in tabular form. 

As I understand it, there are nine of these projects in the area served 
by the Southwestern Power Administration. 

Mr. Wricut. That is correct. 

Mr. Davis. Eight of which are now in operation and the ninth is 
Table Rock, which is under construction? 

Mr. Wriaut. Seven of which are in operation, and one is being 
brought to completion, and Table Rock is just initiated. 

Mr. Davis. Which one is just being brought to completion? 

Mr. Wricut. Blakely Mountain Dam. 

Mr. Davis. Do you have any power from Blakely Dam on your 
line at the present time? 

Mr. Wricur. No sir. It will not be in there until the summer. 

Mr. Davis. If then we could have a list of those nine 

Mr. Wrieut. That is on page 10 of the information I presented. 

Mr. Davis. I believe some part of that information you did present 
in response to Mr. Cannon’s questions last evening; but I would 
like to have all of this in one place. 

Mr. Wricut. We will be glad to do that. 

Mr. Davis. Give first the 9 projects; then, on the next line, which 
would be an estimate, the total construction cost which in 7 of those 
cases and possibly the eighth, will be the actual figure, and then your 
best estimate with respect to Table Rock. 

Mr. Wriaur. Yes, sir. 





the 


con- 
ry of 
best 
ation 
Vy for 
: De- 
rson- 
ncies 


rined 
rred, 
t the 
)kla- 


1 the 
time 

now 
1, to 
wu of 
rvey 
s the 
ition 
. the 


77 


Mr. Davis. And in some cases there will be an ultimate cost 
which might be different from your original figure in cases where it 
is contemplated that additional power units may go in. 

Mr. Wricut. That is correct. 

Mr. Davis. Will you give us that additional information in the 
cases Where that is applicable? 

Mr. Wriaur. Yes, sir. 

Mr. Davis. Then there will be an item for operation and mainte- 
nance of the power facilities in each of those. 

Mr. Wriaeut. Yes, sir. That is on the dam projects that you are 
still referring to. 

Mr. Davis. Yes. 

Mr. Wriaut. Yes, sir. 

Mr. Davis. Then your marketing costs and an item of power pro- 
duced in fiscal year 1954, which would be the latest complete year, 
which would be divided into three parts—first showing the installed 
capacity and the peak generating capacity, and then the actual 
energy in terms of kilowatt-hours. 

Mr. Wrieut. Just for the year 1954? 

Mr. Davis. For the fiscal year 1954. That would be the latest 
year on which you would have those figures complete, would it not? 

Mr. Wricut. It happens to be a very severe drought year. I have 
no objection to furnishing that, but I just want the committee to 
understand it. 

Mr. Davis. Was 1953 what you call a normal year? 

Mr. Wriaeut. I think 1953 was more nearly normal than 1954. If 
agreeable with you, I would like to give you 1953 and 1954, both, and 
probably you could see the effect of the drought better. 

Mr. Maenuson. Mr. Davis, I wonder if you would consider putting 
in an average of 5 years. Would that serve the purpose better, since 
1954 is a bad drought year? 

Mr. Davis. I think probably that would be helpful and would be 
somewhat illuminating to the committee if you would give us an 
average figure there. 

Mr. Wricut. Yes; we can give you an average and the 1954 
average. 

Mr. Davis. And then, in order to get the picture of revenues. there 
again you have 1954 as a bad situation. 

Mr. Wrieut. Yes, sir. We can give you the actual figures for 1954 
and the actual figures of revenue for the average of 5 years. 

Mr. Davis. Let us do it that way, then. 

Mr. Maanuson. So that we will have the highest year and the 
lowest year, as well as the average. 

Mr. Wrieart. I think that will show up. 

Mr. Maenuson. And each year’s figure will be in, as well as the 
averege? 

Mr. Wriaur. Yes, sir. 

Mr. Maanuson. Reflecting the best year as well as the worst? 

Mr. Wriaut. Yes, sir. 

Mr. Davis. We are dealing only with the power from these specific 
projects. 

Mr. Wricur. That is correct. 

Mr. Davis. And not anything that you might buy. 

Mr. Wricut. That is correct. 
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Mr. Davis. Then, if you will give us, in that connection, your 
estimated revenues for fiscal year 1955 and 1956 from each of those 
projects? 

Mr. Wrieut. Yes, sir. 

Mr. Davis. I imagine in order to get a total picture here I will have 
to ask you to give us information on your transmission costs, that is 
your fixed cost, operation, and maintenance and wheeling charges. 

Mr. Wricut. I was proposing that those be shown under the costs 
called marketing costs. 

If you want them separately we can put them separately. 

Mr. Davis. There would be overhead and then there would be 
actual wheeling charges? 

Mr. Wriaur. Yes. 

Mr. Davis. Separately, then. 

Mr. Wriaear. All right, sir. 

(Nore: The information requested may be found in the appendix 
to part 1 of the hearings on the Central Section.) 


STEAM POWER 


Mr. Maanuson. While Mr. Davis is preparing for the next ques- 
tion, in order to give a complete picture of the system’s net revenue 
production, would it not also be necessary to take into consideration 
not only the hydro production but also the steam power which the 
system purchases for forming hydro power? 

Mr. Wriacut. Yes, I think it would if you do not just leave out the 
sale of the steam power. In the case of a major portion of this, out- 


side of G. and T. loads, it would simply be a sale of hydro, anyway. 
In an exchange sale that is true in the sale of hydro. 

Mr. Maanuson. Isn’t there some net revenue as the result of 
purchase of steam for firming the hydropower? 

Mr. Wricut. The complete interchange under the company con- 
tracts, which involves an exchange of hydro for steam, doesn’t really 
involve the purchase of steam power. It involves an exchange of 
hydro for steam, and that would have to be shown as a sale of hydro. 

There is no net revenue from the purchase of the steam power 
which has been done in these interim contracts. That would actually 
be reflected as a loss. 


History or LEAsE-OperRATING Contracts WitH GENERATION AND 
TRANSMISSION COOPERATIVES 


Mr. Davis. To get back to these lease-operating contracts by which 
we have had a considerable amount of discussion, when did we start 
using that method? 

Mr. Wrieur. I didn’t get that. 

Mr. Davis. When did Southwest Power go into these lease operat- 
ing contracts? 

Mr. Wricur. The imitial discussion of those, I believe, was in 1945, 
if I] remember correctly, Mr. Davis. The actual contracts weren't 
finally effected until sometime in 1950 or 1951, I believe, somewhere 
in there. 

But even back in 1941, in the operations at Grand River Dam 
Project, there existed some of these G. and T. companies which built 
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a few small lines at that time, and this idea of leasing and operating 
them was considered by the Grand River Dam operation, and sub- 
sequently, after it was turned back to the State, the State of Okla- 
homa, through the Grand River Dam authority, did lease and operate 
all of the KAMO lines in northeast Oklahoma, long before the Govern 
ment entered into any contracts. 

The legislative history on that is very extensive and there has been 
as you probably know, extended litigation on it. 

Litigation has been decided in the District Federal court mereeees 
legality of the contracts, and subsequently, quite recently, Circuit 
Court. of Appeals has handed down a decision saying es the 
contracts were proper. 

The court said that the people who had brought the suit had no 
right to sue, and should be dismissed. 

The dissenting judge in the case said the case should have been 
tried on its merits, as the District judge did do. 

I don’t know whether or not that case will be appealed to the 
Supreme Court. At the present time the contracts have been de- 
clared legal by the courts. 

Mr. Davis. What particular circumstances brought them into 
operation? 

Mr. Wricur. Two circumstances. The Government had built 
projects, multipurptse projects, in the Southwest which produced 
commodity which we refer to as peaking power. That is what it 
produces. It doesn’t have any other commodity. 

At the same time the Flood C ontrol Act of 1944 provided that in the 
sale of that power you must give preference to cooperatives, public 
bodies, and Government agencies and private companies, in that order. 
You had a commodity that they couldn’t use. They couldn’t use 
that commodity. You had exchanges, integrations, or you had to do 
something with it before they coul: 1 use it in the judgment of people 
who were trying to do something with it. 

If you did not, this would be the result: 

The Denison Dam would be capable of carrying only 16,000 kilo- 
watts of continuous load, or a peak load of about 35,000 kilowatts. 

The dam was designed to have at least four 35,000 kilowatt units, 
30 that you could have had half the generating units that never would 
have turned if you utilized them to serve preference customers directly. 

To avoid that situation we had two problems—one a problem of 
finding a way to move it from the dam to the customer; and the other 
one, to find a way to change the commodity we had into a commodity 
the customer could use. 

We felt that wherever possible existing facilities should be used to 
do that, and that was what we tried to do. 

Mr. Davis. As I understand it, then, at the present time none of 
these lease-operating contracts are in effect. Is that right? 

Mr. Wrieur. That is correct. 

Mr. Davis. When were they discontinued? 

Mr. Wriautr. Midnight of June 30, 1953, I believe. 

Mr. Davis. That was 

Mr. Wricut. The beginning of fiscal 1954, in other words. 

_ Mr. Davis. That was as the result of a directive which appeared 
in the Department of Interior Appropriation Act for the fiscal year 
1954? 
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Mr. Wricur. As the result of that directive, and the further fac; 
that not enough money was provided to carry them out for the full 
year. 

Mr. Pures. I am confused on the date. Is that the right date? 

Mr. Wriaut. Yes, sir. 

Mr. Puitures. Then for a period of almost 2 years these facilities 
have not had the benefit of the marketing services of Southwest 
Power. Is that what it has amounted to? 

Mr Waraieut. That is correct. 

Mr. Puruuies. They have been strictly on their own so far as finding 
a market for their power generating capacity? 

Mr. Wricur. That is correct, with the exception that you have 
provided money to make very favorable contracts with them to help 
them through this interim period, which have been contracts which 
cannot be continued because we do not think they are good business 
contracts. 

Mr. Davis. Who were the people with whom Southwest Power had 
these contracts? 

Mr. Wricut. Four REA, Rural Electric Cooperative generating 
and transmission cooperatives. They consisted of a group of distr- 
bution cooperatives who banded together and were called a generation 
and transmission cooperative. There were four of them. 

Western Farmers in Oklahoma was one, NW in Missouri, Kamo in 
Missouri, Central in Missouri, and the fifth used to be that kind of 
organization, but the Supreme Court of Missouri decided they were 
a private power corporation and they are now known as the Sho-me 
Power Corporation. 

There were five altogether. 

Mr. Puiuurps. Sho-me is in Missouri? 

Mr. Wriaut. Yes, sir, in central Missouri. 

Mr. Davis. You called them distribution cooperatives? 

Mr. Wricut. Generation and transmission cooperatives. They 
are actually composed of a number of distribution cooperatives as the 
people who actually own and run them. 

Mr. Davis. They created these generation and transmission entities 
to serve the members of the distributing cooperatives of which they 
were part, then? 

Mr. Wriecut. As a source of power supply for their distribution 
cooperatives; that is correct. 

Mr. Davis. It was contemplated at the time they created them 
that Southwest Power was to integrate them with the Federal sources 
of power available to Southwest Power. Is that how that all came 
about? 

Mr. Wriaut. Yes, sir. 

Mr. Davis. Off the record. 

(Discussion held off the record.) 

Mr. Davis. Did you ever deal directly with the distributing coop- 
eratives, then, as power Administrator, or did you deal only with 
these generating and transmission co-ops which were the creatures of 
the distribution companies? 

Mr. Wrieut. I dealt with both, actually, with the distribution 
cooperatives, even during formation of these things, and in Texas, 
of course, we deal with distribution cooperatives, and in Oklahoma 
we perhaps have the best example. 
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In the eastern half of Oklahoma the contracts were with the dis- 
tribution cooperatives and in the western half the generation and 
transmission. You have different arrangements in the eastern and 
western halves of Oklahoma. We have contracts with both groups 
and have dealt with both groups. 

In the case of Texas, we are dealing, of course, with both groups. 
We have a contract with the Brazos Transmission Cooperative, who 
have 28 distribution cooperative members, and separate contracts 
with 6 other distribution cooperatives. 

Mr. Davis. Then is this about what it boils down to? 

There are actually three significant factors in the power generation 
and transmission and distribution problem in this area that were 
active under the lease operation agreements. 

There were first of all Southwest Power, as the coordinator and 
integrator, and they also represented the marketing agency for the 
federally generated power in these multiple-purpose projects. That 
was factor No. 1. 

Factor No. 2 was the generation and transmission cooperatives. 

Factor No. 3, the distribution cooperatives. 

Then sitting off at the side here, and playing no part in this scheme 
under this arrangement, were the private utilities. 

That, then, is a fourth factor which did not enter into this entire 
integrated scheme at all so long as these lease operation agreements 
remained in effect. Is that the picture? 

Mr. Wricut. That is correct with respect to every area except 
Oklahoma. The companies would have entered into it there, because 
we had an integrating contract with the companies, and I am tickled 
to death that you asked that question because I can prove the situation 
there. 

We had a contract integrating with the companies in the whole State 
of Oklahoma. We had a contract with Western Farmers. It was 
our contemplation that not only we would utilize these lines but we 
would make arrangements with the companies through which they 
could utilize them for appropriate reimbursement, and actually during 
the construction of this system the Western Farmers built a line from 
Verden, Oklahoma up to Geary, Oklahoma and up to El Reno, which 
would have been very valuable to the Oklahoma Gas and Electric 
Company, and they approached Southwestern Power and offered to 
maintain and operate that line for the use of the surplus capacity in it. 

We would have been very eager to do that. 

The Cooperative, however, did not desire to release that section to 
us until other sections were completed, and refused to do so. 

As a result of that the Oklahoma Gas & Electric Co. spent at least 
$500,000, and maybe $1 million, which could have been saved the 
company through the integration of the four factors of which you 
speak. 

The 12-company contract which I mentioned last night was the 
vehicle which we hoped would bring the fourth factor in with these 
other three in these other areas. We never did get it signed. 


History or 12-Company Contract PROPOSAL 


Mr. Davis. Now let us get over to this 12-company contract, which, 
as I understand it, was something which was submitted by you, that 
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is Southwest Power, to the then Secretary of the Interior, or someone 
representing him in his office here in Washington, on January 19, 
1953, and that would have been Secretary Chapman at that time? 

Mr. Wrieur. That is- correct. 

Mr. Davis. That proposal which you submitted was disapproved. 
Is that correct? 

Mr. Wricut. That is correct, after being in his office for 1 year. 

Mr. Davis. It had been submitted to his office a year prior to 
January 19, 1953, then? 

Mr. Wricur. That is correct. 

Mr. Davis. In your opinion, and I say “your opinion”’ in the sense 
you were the Southwest Power Administrator and at least this was 
submitted to Washington with your approval—— 

Mr. Wricur. With my strong recommendation that it be approved. 

Mr. Davis. This was an arrangement for integrating the power in 
this area served by Southwest Power that would have included all 
the four factors which I mentioned.? 

Mr. Wraieur. That is correct, Mr. Davis. 

Mr. Davis. And that had the approval of all of the four factors at 
the time that it was submitted? 

Mr. Wriaur. It had the approval of all the companies, had the 
approval of the Southwestern Power Administration, and in as- 
semblies on at least two different occasions the REA distribution 
cooperatives and the generating cooperatives voted unanimously to 
endorse that contract. 

IT am not so sure that they all agreed with the decision which they 
voted at all times during considerations of the contract. 

Mr. Davis. But as a practical matter it did represent something 
which could have been put into effect at that time if it had been ap- 
proved here in Washington? 

Mr. Wricut. Absolutely. 

Mr. Davis. What would that have meant in terms of putting this 
system on its own feet financially without appropriations from 
Congress? 

Mr. Wricur. As I testified last night, we would always need appro- 
priations from Congress, but that additional factor, as I testified 
last night, would have been a factor which made the possibility of 
our operating this successfully a great deal easier, it would have in- 
creased our chances of successful operation under the lease operating 
contracts. 

In mv judgment much of the facilities involved are very useful to 
companies as well as to cooperatives and Government, and it contem- 
plated a partnership arrangement out at the local level which we 
believe is necessary ultimately to make this thing fully successful. 

Mr. Davis. There still would have been lease operating contracts, 
then, but the private utilities would have been brought into the whole 
program of generation, transmission and distribution of power in this 
area. Is that correct? 

Mr. Wrieut. Absolutely, and they would have known exactly 
how the Government was going to market it, to whom they had a 
right to market it, to whom they expected to market it, and the ar- 
rangement that would be used to market it when they did market it. 

Mr. Davis. That was disapproved. Was a written memorandum 
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submitted to you at any time telling you the grounds on which the 
disapproval was made? 

Mr. Wriaeut. Yes, sir, 

Mr. Davis. And as you interpreted it would you give us briefly 
the gist of what that memorandum contained? 

Mr. Wricut. I think there were members of the Secretary’s staff 
that thought the contract stunk. I think that is the way it was 
referred to, 

The gist of the memo was that it had many objectionable features 
which the Secretary felt vitiated the Flood Control Act, violated the 
act, and he was therefore disapproving it. 

Mr. Davis. Did be just make a broad statement to that effect? 
What was too bad about it that he pointed to from the Government’s 
point of view? 

Mr. Wriaurt. I don’t know that I can quote from that memorandum 
at this time, Mr. Davis, but he opposed the idea of exchanging power 
with a utility company under which capacity was exchanged for kilo- 
watt-hours, even though that exchange might result in your having 
more kilowatt-hours to sell than you w vould ‘buy yourself. 

They didn’t like the idea that we agreed to serve certain classes of 
customers through the company systems. 

I don’t know what his reasons were. I didn’t get a chance to talk 
to him for the last 6 months he was in office to find out. 

Mr. Davis. At least prior to that time, though, you had been able 
to get these people to meet on a common ground and work out some- 
thing which on the basis of your broad experience represented a work- 
able agreement. 

Mr. Wricur. We ac tually had that agreement exactly in Oklahoma. 
The companies and the cooperatives and everybody else agreed that 
it would be workable, and expected to go through with it. 

Mr. Davis. At any time after January 20, 1953, did you ever 
resubmit that proposal to the Department of the Interior? 

Mr. Wricut. No. I couldn’t get the companies to agree to it 
after that time. They said that the Department had considered it 
long enough and turned it down, and they themselves, because of 
circumstances, circumstances developed during the year, they didn’t 
know whether they themselves cared for that integration any longer. 

I personally know some differences developed between companies 
in this 12-company arrangement which made it extremely difficult 
for them to proceed with it. 

They did, Mr. Davis, in a meeting with the Secretary, I believe it 
was in March-or April of 1953, offer an alternate scheme which was 
entirely different, which the Department, I am sure, did not feel 
would do the job and which I did not feel would do the job of this 
integration. 

The companies themselves, instead of integrating, disintegrated 
from that point on into various directions of their own. 

As I pointed out to the committee last night, I think that is one of 
the factors which would make it very difficult for us to reinstate these 
lease operating contracts with the same degree of success we could 
have then. 

[ think we have some years ahead of us if we can ever restore that 
desirable feature of it; in other words, bringing in the fourth factor as 
you so ably stated it. That is exactly right. 
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Mr. Davis. Perhaps we are talking about something a little differ- 
ent from what we were last night. 

I gathered from the line of questioning that your interrogator had 
no intention that that fourth factor should ever be brought back in, 
that lease operating so far as he was concerned represented a program 
which completely did exclude the power companies. 

Can you go back to that as it existed prior to June 30, 1953, almost 
immediately and have a self-sustaining program? 


Errect or ReactrivAaTine LEASE-OpPpERATING CONTRACTS 


Mr. Wriaur. No, sir. As I testified last night, in my judgment 
it will take us 5 years to reorient our power program around to get 
back to where we are self-sustaining if we reactivate those lease 
operating contracts. It will not be an easy job. I think I testified 
to that last night. 

Mr. Davis. And during that 5-year period it would just be a ques- 
tion of how much there would have to be in the form of appropriations 
of, bluntly, subsidizing appropriations, in order to keep this system 
going? 

Mr. Wricur. In my judgment there would be a deficit which we 
could not secure revenues sufficient to pay, possibly as much as $3 
million a year for 5 years. 

We could repay it at the end of a 50-year period, but not before that. 
But we would run a deficit, I am sure, for five years until we got this 
power program reoriented. 

We have to certainly bring a different tenor into peaking power 
value and continuous power value than that now contemplated to come 
up with an average rate of about 8 mills a kilowatt hour which this 
will take to pay out if you reinstate those contracts. 

That tabulation indicates that, the one I filed with the committee. 

Mr. Davis. How much peaking power are we failing to realize 
benefits from at the present time? 

Mr. Wrieut. 150 hours a month associated with 130,000. In 
other words, it would be 130,000 times 150 hours a month that we 
are reserving to handle this G. and T. situation. 

We are realizing some benefits from it all right because I have been 
selling it on an interim basis in varying contracts with utility com- 
panies, but I cannot keep on doing that forever. We cannot expect 
them to do it. 

Mr. Davis. If you had this thing completely integrated but with 
the utility companies in it you would then be able to commit all of it 
and obtain full benefit from it. Is that correct? 

Mr. Wriaut. Mr. Davis, with complete integration as contemplated 
in those contracts in the first instance the Government could market 
any amount of any kind of power pretty near, that it put in the South- 
west, and do it in a sound business fashion. 

It provided not only complete integration but complete power mar- 
ket to the Government through combined coordination and operation 
with the companies. There is no question about that. 

I will say frankly in my own opinion, I think the greatest mistake 
the Government ever made was not to enter into the 12-company 
contract in the Southwest. 

(Discussion held off the record.) 
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Proposep Contract Witrn NorTHWESTERN 


Mr. Davis. Last night there was considerable discussion involving 
the proposed draft of an agreement between the United States of 
America and the Northwest Electric Power Cooperative. 

First of all, just to clarify the record, this is a document which 
never was in effect. Is it not so? 

Mr. Wrieut. That is correct. 

Mr. Davis. It represented the first, second, third, or whatever it was 
draft of proposals submitted as the basis for discussion for reaching 
a firm agreement. Is that correct? 

Mr. Wricur. That is correct. 

Mr. Davis. What was this reference to the agreement, this tenta- 
tive agreement which was contemplated between the Kansas City 
Power & Light Co. and the Northwest Electric Power Cooperative? 
Basically that represented an exchange of power and services. Isn’t 
that about what it amounted to between the two? 

Mr. Wricut. Yes. The clauses referred to are on pages 3 and 7. 
| have never seen the contract, as I testified last night. 

But the contract contemplates an arrangement under which the 
operation of Northwestern and the Kansas City Power & Light Co. 
would be integrated. 

The question raised last night was as to the amounts of power put 
into the integration by each of the two parties. That was the whole 
discussion last night. It revolved around how much power each one 
would put into the integration. 

This same type of contract, when applied as I testified last night to 
the Kamo Cooperative, or to the Sho-me Power Corp., where the 
amounts of power put in by each party were going to be substantially 
the same, that question did not occur at all. 

This question of operating agent which was mentioned last night is 
a recognition of an operating problem which you are not going to have 
integration unless one particular individual does the dispatchi ing. 

Mr. Davis. The inference was intended to be that there was some- 
thing very significant about that third-party agreement, that pro- 
posed third-party agreement, but, if I interpret this correctly, what 
it amounted to was that the Kansas City Power & Light was to re- 
ceive from Southwest Power a certain amount of power and energy 
at one point and then turn around and sell it to them at another point 
in the entire system. 

Wasn’t that about what was contemplated? 

Mr. Wricut. No, Mr. Davis. It is a little broader than that. 

Actually the power and energy is delivered from the Government 
to the NW Cooperative. Then the NW Cooperative turns around 
and sells all of the energy it generates at its steamplant and all of the 
energy it has bought from the Government to the Kansas City Power 
« Light Co. 

Then in turn the Kansas City Power & Light Co. delivers out of 
that power resource, and the other generating resources of the com- 
pany, whenever necessary, enough power and energy for the service 
of the distribution cooperative members of Northwestern. 

The question came about in that the distribution cooperative mem- 
bers’ load, approximately 25,000 kilowatts, the Northwestern steam- 
plant of 40 ,000 kilowatts, plus any amount of hydropower that was 
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purchased, would be delivering by Northwestern, more power to 
Kansas City Power & Light Co. than Kansas City Power & Light 
Co. was delivering back to Northwestern. 

That is what the discussion was about last night, over the amounts 
of power each of the two were delivering; and it is perfectly true that 
under this contract Northwestern would be delivering, at least for 
some.years to come, considerably more power and energy to the 
Kansas City Power & Light Co. than they would be getting back. 

We know of no other way that those facilities can be loaded except 
to move power over them. If they are not loaded, they will not work. 

Mr. Davis. There are two separate transactions, though, which 
were referred to, the purchase and receipt of the power and energy. 
There is nothing here, as I see it, which indicated that it was to be an 
even-up swap in any way. 

Mr. Wriacur. No, sir. There is nothing in this contract which 
provides that. But as I get it from the discussions last night, those 
were the reasons why this contract was discussed at such length. 

Mr. Davis. Over in this tentative draft there is a proposed section 
37 entitled ‘‘Appropriations”’ which states ‘‘Nothing contained in this 
agreement shall be construed as an obligation on the part of the Gov- 
ernment for payment of money for any purpose in advance of appro- 
priations made for such purpose within the meaning of 64 Statute 765,” 
et cetera, listing some citations of the statutes. 

Is that a common provision which appears in all of the arrangements 
which you make with the various cooperatives in this area? 

Mr. Wricurt. All arrangements we make with anybody under 
contract have that provision in it. If not that one there is one which 
accomplishes the same objective as approved by the Solicitor’s Office 
of the Department of the Interior. 


LEGALITY OF LEASE-OPERATING CONTRACTS 


Mr. Puiuurres. Last night there was a discussion between you, 
Mr. Wright, and Mr. Cannon about a contract in which Mr. Cannon 
said that this contract could be taken to court. 

Was this the contract you were talking about? 

Mr. Wricurt. The inoperative contracts were taken to court. 

Mr. Puruuips. The lease-purchase contracts are what the chairman 
meant. What I want to find out is that if the contracts Mr. Cannon 
referred to last night as being legal firm contracts that could be taken 
to court and upheld, if they had in them this provision which Mr. 
Davis has just read? 

Mr. Wricut. They had the provision in and the cooperative did 
take us to court and the court told them the Secretary of the Interior 
didn’t have to carry out the contracts because Congress didn’t appro- 
priate the money to do it. 

Mr. Puiiuips. My understanding was that Mr. Cannon said some- 
thing to the effect that if there ever was a contract which could be 
carried to court, that was one. 

Mr. Davis. That is exactly what I was driving at. 

Mr. Wricur. Central Cooperative brought suit against the Gov- 
ernment in Federal Court to require us to carry out the provisions 
of this lease operating contract with them to the extent that $1,200,000 
appropriated by the Congress in fiscal year 1954 would permit us to 
do it, in spite of the committee language. 
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That suit was tried in the district court. 

The district court held for the Cooperative. 

The suit was referred to the circuit court of appeals, and the circuit 
court of appeals reversed the district court and said that the approp- 
riation of money, even went so far as to say that the appropriatron 

of money, was permissive in the Secretary’s administrative discretion 
as to whether or not the funds were provided subsequent to this clause. 
He was in full right to turn it down. 

Mr. Puinturps. The chairman’s statement was in error, then. 

Mr. Davis. That is what these questions were designed to bring out. 

(Discussion held off the record.) 

Mr. Wrieur. I could ‘read you the section of availability of funds 
in one of those contracts if you would like, Mr. Davis. 

Mr. Davis. Is it similar to the one I read? 

Mr. Wricur. No; it is a little longer and perhaps a little more 
explanatory (re ading) : 

This agreement is and all rights and obligations hereunder, and the expenditure 
of funds by the Government under any provisions hereof, are expressly conditioned 
and contigent on the Congress making the necessary appropriations to enable 
the Government to carry out the provisions of this agreement, and in case the 
Congress fails to make such appropriations, the cooperative hereby releases the 
Government from all liability due to the inability of the Government to perform 
this agreement on that account. 

No obligation contained herein for the future payment of money by the Govern- 
ment, or liability on the part of the Government for breach of any of the provisions 
contained herein, shall be binding upon or enforceable against the Government 
unless and until the Congress first appropriates funds out of which such obligations 
or liability can be legally paid. 


Mr. Davis. I would say that represented sufficient notice to the 
parties to the agreement. 


Rates WitH AND WirHout INTEGRATION CONTRACTS 


Now, Mr. Wright, last night, I believe it was in connection with 
this Oklahoma situation, you testified that under the old arrangement 
the cost was 6 or 7 mills and under the new one it was required to be 
12 mills. 

What was the reference last night? 

Mr. Wricut. The question last night was this: In my opimion 
what would the rates charged by the Western Farmers Cooperative 
have to be if they operated independently? 

Mr. Davis. Is that the Oklahoma one? 

Mr. Wriacut. Yes, sir, the one in Oklahoma, Western Farmers. 

If they operated independently, that is without integration. My 
estimate was 10 to 12 mills. 

I felt that if the lease operating contracts were restored, with the 
understanding it would take us 5 years to get on our feet, the rate 
would be somewhere on the order of 645 to 7% mills to that cooperative 
with the lease operating contracts restored. 

I think I also mentioned that the Secretary and I had honest differ- 
ence of opinion on that, and I think he be lieves they probably would 
have to be in the order of 8 mills. 

Mr. Magnuson. Under the lease operating contracts? 

Mr. Wricut. That is correct. 

Mr. Davis. Of course, those are not the only alternatives, are they, 
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either no integration at all, or integration under the old agreement, 
with only the 3 factors out of 4 included? 

Mr. Wricut. No, sir. They are not the only alternatives. In 
these drafts of contracts they represent the Government’s efforts to 
find some other means, and at least 3 of the 5 are actively negotiating 
with companies now to determine whether or not arrangements 
between them and the companies, and these three are the Kamo 
Cooperative, the Sho-me Power Corp., and the NW Cooperative. | 
testified last night I knew they were actively negotiating. 

Mr. Davis: At the time that you had this thing nearly settled 
under this 12-company arrangement, are you prepared to tell us about 
what would be the cost in this area under that arrangement? 

Mr. Wricut. My belief is that the rates under those arrangements 
would have been between 6% and 7 mills. 

. Mr. Davis. Just about the same as you feel it would be if you went 
ack? 

Mr. Wright. That we could get to in 5 years if we are lucky, and 
I think I made it plain that it was quite a job. 

Mr. Davis. Without the integration of the private companies in 
the overall program here, are you frequently required to transmit 
energy over long distances in this area? 

Mr. Wriaut. I would be if I didn’t have integration with the 
companies. 

Mr. Davis. In the hearings in 1953 this statement appeared: 


When the costs attributable to Southwest Power Administration’s own invest- 
ment where these systems are added, the cost exceeds revenues by over $1 million 
per year with no provision for reimbursement for the Government’s cost of 
hydroelectric energy. 


In other words, under this arrangement, and at present rates, it will in effect 
cost the Government over $1 million per year to give away some 435 million 
kilowatt-hours of hydroelectric energy. 

Is that statement correct? 

r. Wricut. No, sir. That is not a true statement. 

Mr. Davis. What is the basis of a statement of that kind? 

Mr. Puiuuips. What are you reading from? 

Mr. Davis. Put in the record in the 1953 hearings. 

Mr. Wricut. My guess is that that might be the testimony of Mr. 
Frank Wilkes, of the Southwest Gas & Electric Co. 

Mr. Davis. Warren L. Porter, vice president of the Kansas City 
Power «& Light made that statement. 

Mr. Wrieurt. I don’t agree with that estimate at all. 

Mr. Davis. Was that testimony brought to your attention and did 
you comment on it in connection with the hearings that year? 

Mr. Wricut. No, I don’t believe so. I believe they testified after 


I did, Mr. Davis. 
TRANSMISSION Costs 


Mr. Davis. Are your transmission and distribution costs relatively 
high in this part of the country? 

Mr. Wricat. No, sir; they are not. The cost per mile is fairly 
reasonable, as reflected in those things I have already filed with the 
committee, various costs per mile, and the maintenance costs are a 
little higher than would be normal in many areas because we g0 
through some very heavily wooded and rough terrain, in the Ozark 
Mountains. 

Outside of that they are about normal. 
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Mr. Davis. You are referring there to your transmission costs? 
Mr. Wricut. That is correct. 


REA Co-op Rates 


Mr. Davis. I would like to get your comment and have your opinion 
as to the significance of the following: According to some tabulations 
from REA, in Missouri, and I imagine that would be fairly representa- 
tive of your area down there, the REA’s paid 8.9 mills average cost per 
kilowatt-hour, and the consumers, that is the rural consumers, paid 
41.7 mills as their average per kilowatt-hour. That is in Missouri. 

In other words, the spread there is about 33 mills? 

Mr. Wricut. Yes. | 

Mr. Davis. Then you get to Wisconsin, just for comparison and for 
purposes of your comment, the REA’s paid an average of 13.3 mills, 
which is about 50 percent more. They sold it to rural consumers at 
32.9 mills on an average, which is about 25 percent less. 

Mr. Puruurrs. Before Mr. Wright answers, there are only nine 
States where the rural consumer pays more on those REA lines than 
they do in Missouri and, in many of those cases, where the sale price 
is lower, the purchase price is higher than that paid in Missouri. 
Missouri charges five times what it pays for it; California pays three 
and a fraction. lIowa buys it for 12.8 mills and sells it for 33.7 mills, 
as compared to Missouri which buys it for 8 mills and sells it for 41 
mills. 

It is a rather peculiar situation on the basis of the testimony here. 
Mr. Chairman, I think it might be a good idea to put this data in the 
record. Could that be done? 

Mr. Maenuson. I should think it would be all right. Yes; we will 
insert this. 

(The matter above referred to is as follows:) 


TaRLE 2.—Kilowatt-hours purchased ! and average cost per kilowatt-hour purchased 
by REA borrowers, by State, fiscal year ended June 30, 1954 


| 





| Average Average 
Kilowatt-hours| cost per Kilowatt-hours| cost per 
purchased kilowatt- purchased | kilowatt- 
hour hour 
ull ide i an ao ee 
Cents | | Cents 
United States__| 14, 309, 755, 359 | 0. 76 oS 874, 886 0. 84 
oe Nevada 10, 736, 689 . 46 
Alabam@. 2. cs<6.ss2. | 545, 184, 788 | .58 || New Hampshire__-._- 34, 299, 991 | 1. 28 
Arizona 109, 338, 012 | . 55 New Jersey Fite 10, 045, 300 | 1. 38 
333, 916, 361 | x New Mexico..-..------ 154, 646, 903 
22, 981, 640 «a New York.__- peed 17, 964, 978 1. 
| 287, 361, 116 .& North Carolina | 416, 089, 640 
Connecticut 0) || North Dakota_------ 220, 704, 394 
Delaware 26, 760, 600 . 22 || Ohio--- pSmbenuel 526, 047, 774 
| 128, 548, 006 | . 86 || Oklahoma..--- sal 268, 482, 492 
Genre adi iia bse os 720, 090, 577 | . 6 Oregon plate dl 285, 143, 902 | 
Miah6. are. es 86, 656, 192 | , || Pennsylvania__. : 218, 238, 209 | 
Illinois 495, 346, 846 | t Rhode Island_- eae eee 
580, 818, 696 .85 || South Carolina. 302, 516, 283 | . 
613, 154, 975 | 5 South Dakota 219, 269, 869 | 
| 232, 208, 989 | aa Tennessee _-..---- , 702, 379, 187 
Kentucky 595, 360, 924 | .78 || Texas. --- os 950, 026, 609 
Louisiana 180, 189, 339 | . 5e Utah Pe. cic atd 8, 894, 875 | 
Maine 5, 929, 874 .f Vermont-_- amie 16, 630, 808 
130, 337, 430 | ’ Virginia _- ies 231, 182, 979 
Massachusetts 0 | || Washington-.-----.--| 384, 283, 154 | 
MiCnIINM acces 156, 480, 206 .28 || West Virginia_- 5, 594, 000 | 
Minnesota.......-.--- 728, 773, 641 . 3 NEGUS owccacecwn 339, 630, 016 
Mississippi 642, 589, 241 . 53 | 090, 642 | 
MiNpE curse che 628, 352, 641 | . 8 , 349, 283 | 
Montana. 201, 252, 402 


‘Excludes energy purchased by 1 REA borrower for resale to another REA borrower. 
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TABLE 3.—Average revenue per kilowatt-hour, by State, and lowest and highest systen 
average in each state—residential consumers ' of REA distribution-type borrowers, 
calendar year 1953 























| Average rev-| 1 owest sys- | Highest sys 
State paere ae | tem average | tem average 
Cents Cents Cents 

Se io in kee sh bnkb cits dees db aan dt Mende 3, 22 1.03 11.75 
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1 Includes farm and nonfarm rural residential consumers. 


Mr. Davis. What does that mean, Mr. Wright? 

Mr. Wricut. I think it means as between the States, in this 
tabulation, there is a wide variation in the amount of the cooperative 
dollar that goes for various purposes in the case of the cooperative, 
such as the purchase of power and the operating cost. And I might 
say that variation does not only occur between States, it occurs 
between cooperatives in the States. 

Mr. Puiuures. But it has the same factors of purchase and sale, 
and the same factors of overhead. The only difference would be the 
question of the quantity, which would change the cost price of it and 
the cost of wheeling it—that is, the length of line and the terrain over 
which you carry the line. When you “take into consideration those 
variable factors, you ought not to have a variation of that amount. 

We come down to the factor of management? 
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system Mr. Wriautr. The factor of management is certainly in it and I 
oe was going to pick that up in just a minute; because I have noticed a 
variation in cooperatives even between adjacent areas and not only 
cooperatives in different States. And the factors are those which 
you suggested, and density being one factor; in other words, how many 
people do you have per mile of line. 

Management is certainly a factor. I have seen cooperative records 

where it cost one 12 cents a mile to operate a vehicle, when somebody 
next door was operating it for 7 cents. There is no question those 
types of things are in that. I do not know the answer. 
’ Mr. Purures. But the line of questioning in my mind is this: You 
testified last night when you got power up to 12 and 13 mills it became 
-| do not think you used the word prohibitive, but pretty close to 
prohibitive; yet here are some of these cooperatives in other States 
paying that much or more and selling it for much less than it is being 
sold for in the State in which you operate. That being the case, it 
raises this question in my mind, as to whether in Missouri or any of 
the States we are talking about, or in your corporation, we are not 
paying too much attention to the cost at which the power is actually 
bought wholesale; because, when you work it out, it is a minor item. 
The cost of transmitting it, and the management cost—that is where 
the profit and loss is made. 
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Errect or Rate INCREASE 


There was discussion last night about a lot of farmers who had cut 
off their service and if the cost was raised 10 or 20 percent you would 


lose another 500. 

Mr. Wrigur. One mill per kilowatt. 

Mr. Puiuuips. If it were raised 1 mill per hilowatt, it was said you 
would lose another 500. That figured out to me to be very small. 
| think it was a 4 percent increase in the monthly bill. 

Mr. Wrieut. I think I testified it was 20 cents. 

Mr. Pariures. Would that be about 4 percent? 

Mr. Wricur. It would not be nearly that much. 

Mr. Pxuiiires. Do you mean to say that for 2 percent of the 
monthly bill, or something like that, the farmers are going to cut off 
their electricity? Because, if they are, I think all of this evidence of 
the great good of REA, and the efforts of the United States to furnish 
electric power, had better be revised. 

Mr. Wriaur. I did not say that. 

Mr. Puiuurrs. I say you did not say it; | remember you did not 
say it, but it was said and it is in the record last night. 

Mr. Wriaut. Mr. Phillips, on the one point you have made, when 
| was saying 10 or 12 mills in my judgment would be prohibitive, 
[ was talking about that Oklahoma G. and T. Cooperative who 
have, in addition to their distribution cooperative, this entire gen- 
erating and transmission system to maintain and operate, and, if 
they operated it independently, their total load on that system would 
be about 30,000 kilowatts, and the reason was it would be ineffective 
to the needs of a 70,000 kilowatt load. 

Mr. Putuurps. I do not think it was specifically identified as re- 
ferring to Oklahoma, last night. A note I made indicates a state- 
ment to the effect that if the rates were raised to 10.2 mills for power 
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sold to the REA, it would be suicidal; that the farmers could not 
afford to pay such a price and, if the Southwestern Power rates were 
raised from 5.6 to 7.1, that hundreds of farmers would have to quit 
using electricity. 

Now the latest REA report shows an average cost of power to 
farmers in Missouri of 41.7 mills. If that entire increase of 1.5 mills 
was passed on to the farmers, that would raise the average rate to 
43.2 mills, or an increase of less than 4 percent. That does not sound 
to me as an acceptable reason before this committee for turning off 
the lights. 

Mr. Maanuson. If I may ask a question here, I cannot remember 
the exact figures, but in translating the 5.6 mills purchase price into 
the sale price to the consumer it jumps all the way to 40 mills which, 
obviously, is a big expansion. Would not the actual increase be ex- 
panded into the retail price, so to speak, in the case of this 1.7 mills? 

Mr. Wriaur. I think it would be more reasonable to say it should 
be absorbed and not appear on the consumer’s bill at all. 

Mr. Puruires If this is a problem of management, it sounds like 
to me then it should be absorbed and should not appear on the con- 
sumer’s bill at all. I will let Mr. Wright answer that. 

Mr. Wricurt. I cannot answer what the cooperatives ought to do 
with it, but it is certainly a small increase of the consumer bill. | 
testified to that last night. 

Mr. Puiturpes. A small increase, if any. 

Mr. Wrieur. If any. 


Loss or MARKET FoR THERMAL PowER 


Mr. Davis. Last night you also testified you lost a great deal of 
tow market for surplus power as a result of the termination of those 
eases. 

Mr. Wriceur. Lost the market for thermal generated power; not 
for peaking power. 

Mr. Davis. Not for peaking power? 

Mr. Wricurt. No, sir. 

Mr. Davis. For thermal power? 

Mr. Wricut. Yes, sir. 

Mr. Davis. Was Springfield, Mo., one of the illustrations you gave’? 

Mr. Wricut. That is right. In other words, they are putting ina 
50,000 thermo generating plant, so that is 50,000 I have no potential 
market for. And Carthage is installing a generating unit. If we 
cannot restore those lease contracts, those potentials are lost markets. 
The peaking markets are still there and they are very insistent that 
they get it, too. The peaking is there now—a $50,000 plant. 

Mr. Davis. From where are you getting your thermal generated 
power? Is that coming from private utilities now? 

Mr. Wricut. Yes; when we are furnishing a continuous load, 
the private utilities are furnishing the thermal power. Actually, 
they are exchanging thermal power for peaking energy. We deliver 
for 8 hours a day and then our hydro plants are closed down and they 
furnish it then from their regular operating steam plants as their 
loads go off. Actually, if you heard a conversation between two 
dispatchers, it would be something like this: ‘Joe, we are just going to 
lose 5° down here in Texas. Get ready for 50,000.” Because 
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temperature is a controlling factor now and, in accordance with the 
month of the year, it will be 10,000 for every degree for that Texas 
company alone. And Denison Dam, for example, will have to 
operate for 8 hours a day, 5 days a week, and the rest of the time 
only such operation as the Army needs for other purposes for the 
release of water. 

Mr. Davis. I am trying to piece that together. How does that 
loss of market for this thermogenerated energy react to the detriment 
of those cooperatives that are reported to be in trouble? 

Mr. Wricut. It would operate to the detriment of the SPA if we 
lost the operating contracts and they were not restored; because we 
would have 85,000 kilowatts of thermal power which we had to pay 
for whether we sold it or not. And if we did not have a market to 
sell it the only saving you would have by shutting down would be 
the saving in the fuel that we did not burn. It is not a difficulty if 
we can restore the lease contracts. In other words, if we had some 
market in which we could immediately schedule some 85,000 kilo- 
watts of thermal power, we would be all right; but we don’t. We lost 
Springfield, we lost Carthage, and the only opportunity I know of 
securing this lost market is through the load growth, as I testified last 
night, and a lot of scrambling around and reorienting the whole power 
program. I think it would take about 5 years to get back where we 
were 

Mr. Davis. That situation will exist, then, for some period of time, 
no matter what program might be worked out for attempting to 
integrate the power facilities and the distribution in this area? 

Mr. Wrieut. Except the companies, having so much bigger load 
than SPA and so much wider area to choose from, ought to be able 
to integrate this thermal power much more easily than we could. You 
would almost have to look at the dial to figure out they were losing 
it. Of course, that is why these negotiations have been going on, to 
try to find some other way to do it. 

Mr. Davis. What it boils down to is this: Granted that it has 
hurt by reason of doing it, it is something that is done now and turn- 
ing back the clock and going back to the old system is not going to 
help any now, is it? 

Mr. Wrieur. No; and it is going to make it very difficult to turn 
the clock back. 

Mr. Davis. That is all I have. 


ESTABLISHMENT AND FuNncTIONS oF SPA 


Mr. Puiiurps. Let me get the background of this, if I may, for my 
own information and perhaps as a matter of record. 

First of all, there was created a corporation or company known as 
the Southwestern Power Administration. What do you call it? It is 
not a corporation? 

Mr. Wricut. It is an agency of the Department of the Interior. 

Mr. Puriurps. Was it created by statute? 

Mr. Wricut. It was created by an order of the Secretary of the 
Interior pursuant to the Flood Control Act of 1944. 

Mr. Putiures. May I see a copy of that order? There must have 
been some reason given for creating it; what was the reason given for 
creating it? 
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Mr. Wricur. That order is known as Department Order No. 2135. 

Mr. Puitures. May I see it? 

Mr. Wricur. Yes, sir. 

Mr. Puruires. What was the reason given when this was created? 
Can anybody give me that, or is that in here? 

Mr. Wriacur. Yes, sir; I think I can. 

Mr. Puiuurps. Now let me read this into the record. I am reading 
from a clipping from volume 10, Federal Register, at page 14523, and 
section 1 of section 310 having to do with the Southwestern Power 
Administration. Section 1 says: 

The Administrator of the Southwestern Power Administration (hereinafter 


called the Administrator) is hereby designated the marketing agent for the surplus 
electric energy directed by the Act of December 22, 1944. 


and giving the citation— 


to be marketed by the Secretary of the Interior that is generated at the following 
projects under control of the War Department. 

We turn, then, to the Corps of Engineers. Colonel, was the Corps 
a party to the initiation of this entire project, or this agency we know 
as the Southwestern Power Administration? 

Colonel Wutrpuie. No. ; 

Mr. Puiuurrs. You had nothing to do with that? 

Colonel Wurrpie. Not as far as I know. 

Mr. Puiuurrs. But you did have something to do with the projects 
which are listed as nine separate projects: 

Blakely Mountain Dam project, the Ouachita River in Arkansas; Denison Dam 
and Reservoir project on the Red River in Texas; Narrows Dam and Reservoir 
project-on the Little Missouri River in Arkansas; Norfolk, Bull Shoals and Table 
Rock*Dam and Reservoir projects; Fort Gibson and Markham Ferry Dam and 
Reservoir projects, on the Grand River in Oklahoma and Missouri; Nimrod Dam 
and Reservoir project, on the Fourche La Fave River in Arkansas; Whitney Dam 
and Reservoir project, on the Brazos River in Texas; Rockland Reservoir project, 
on the Neches River; the McGee Bend Reservoir project on the Angelina River, 
and power dams A and B on the Neches River below Rockland Dam, and the 
Canyon Reservoir project on the Guadalupe River, Tex., authorized by the 
Flood Control Act of 1945. 

And so forth. a 

You therefore, whether you initiated them or not, were instructed 
to do so by Congress—which is not the point now. But you built 
those projects? 

Colonel Wuipprie. We not only built them 

Mr. Puruurps. Did you build all of them, or certain of them? 

Colonel Wurppie. We built all of those that have been built. 
Certain of those have not been built. : 

Mr.Puatuurps. And if they are to be built, you will build them? 

Colonel Wurprue. Yes, sir. 

Mr. Patties. Now when you built them, what was the object or 
purpose of the Corps for those dams? Were they power dams, flood 
control projects, power projects, or what was the primary object. 
first, of building the dams, and second, building the power plants? 

Colonel Wurrrie. These dams were planned by the Corps 0! 
Engineers. The reports are referred to in each case in a separate 
authorization, and the projects were authorized in the Flood Control 
Acts of 1938, 1941, and 1944. All of those projects mentioned were 
authorized as multiple-purpose projects. They include the production 
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of hydroelectric power and also other project purposes—in most 
cases flood control—and also water conservation and other purposes, 
depending on the individual project and the condition of the stream. 

They were not only built, but they were and are to be operated 
and maintained by the Corps of Engineers. The power produced is 
turned over to the Southwestern Power Administration for disposition 
and sale, except for a proportion of the power, which is a small pro- 
portion, which is used at the project for the operation of the dam, 
lighting, and so forth. 


AUTHORITY FOR PURCHASE OF THERMAL POWER 


Mr. Puinuirs. What I am going back to is the original intent as 
expressed to the Congress. And in order that Mr. Wright may be 
thinking of his answer, it was testified last night, I think by Mr. 
Cannon and confirmed by you, Mr. Wright, that you have to have 
more power; you have to have supplemental steam power; that you 
cannot operate dams like this without supplemental steam power. 

Will you tell me, without making me read all this fine print, where 
is the authorization in this Executive order which authorizes you, in 
this project, to build steam plants, or to purchase steam power— 
where the purchase of steam power is authorized to supplement what 
you were told to market as the surplus electric energy? 

Mr. Wricut. The authority is just in the Flood Control Act of 
1944 itself, which says this power must be marketed in accordance 
with sound business principles to secure the most widespread use 
thereof, with preference of same given to cooperatives, public bodies, 
Federal agencies and private companies in the area and to carry out 
the duties of the Secretary with respect to flood control. 

You can only market this peaking power to those people if you in- 
tegrate it with thermal produced power. The projects were designed 
so that you either operate with thermal produced power, or you do not 
use one-half of the generators that go in them. 

Mr. Puiuurrs. I cannot find it in here, but taking your word, you 
say the Administrator is designated as the marketing agent for the 
surplus electric energy, and that is interpreted by you to mean, if 
there is not enough surplus electric energy to sell, you are authorized 
= anne to go out and buy steam power in order to supplement 
that 

Mr. Wriaut. That is correct. 

Mr. Puiuurrps. Now was that the corps’ conception when they 
built these plants? 

Colonel Wurrrte. I do not believe anybody in the corps, when 
they planned these plants, contemplated the Federal Government 
buying more power in order to sell the power produced from these 
projects. I do not believe that was thought of, and certainly they 
did not think in terms of steam power. They did, however, during 
the planning of the projects, work out the most valuable power which 
could be produced from the projects, and the majority of those pro- 
jects are in an area where they can best be used, most economically 
be used, if they produce the most valuable power from the site, 
which is peaking power. 


62227—55——_7 





96 


Mr. Puiuuirs. Mr. Wright used the same expression, “peaking 
power.” 

The intent of the Corps was to provide plants, then, for peaking 
power, an operation which would sell power which would be peaking 
power and which therefore would be valuable power. Is that right? 

Colonel Wurppue. There is a certain amount of base-load power 
from these projects but there is additional peaking capacity in con- 
nection with the majority of it. 

Mr. Puiurrs. Was it the intent that the Bureau of Reclamation, 
or somebody, the Southwest Power or somebody, should go out as an 
agent and create a market itself, or was it the original intent that this 
should be sold to the utilities, public or private, operating in the area 
as peaking power? 

olonel Wurpp.e. Sir, I frankly don’t believe that at the time these 
projects originally were authorized the Corps of Engineers had any 
detailed plan as to how the power would be marketed. 


AUTHORIZATION AND Cost or Dams 


Mr. Puruurps. When were these projects authorized? 

Colonel Wuirrie. Authorized in the Flood Control Acts of 1938, 
41, and 44. 

Mr. Puitures. When would construction be done on the first ones? 
Right away? 

Colonel Wuirrie. About 1940. 

Mr. Puiutuirs. When did the first powerplant come into operation 
and begin to produce power? 

Colonel Wuirrie. About 1945. 

Mr. Puruurpes. Mr. Wright, when did you go with Southwestern 
Power? First, when was Southwestern Power created? 

Mr. Wriaur. It was created in September, or in the fall of 1943. 
I don’t remember exactly the month. 

Mr. Puruuirs. Did you start at that time with it? 

Mr. Wriaur. Yes, sir. 

Mr. Puiturps. Have you a list, Colonel—— 

Colonel Wuirrte. The Norfork project was one of the early ones. 
The first unit came on in June of 1944. I believe Dennison may have 
been ahead. I will check it. 

Mr. Puiturrs. Have you somewhere a list of the costs which you, 
having been in the other room for a few days now know, the costs 
which were testified to the Congress, estimate of probable costs of 
the plants which were to be built? 

Colonel Wuirrte. Yes, sir. As a result of the testimony last 
night I got those ready and I can submit them as to time of authoriza- 
tion nal additional later dates if you need them. 

Mr. Puiturrs. That would be fine. The two questions I had in 
mind were these: 

What was testified to the Congress that these plants would cost; 
and I want the present estimate as to what the plants constructed 
have cost or those not yet constructed or finished will cost. 

Do you have that there? 

Colonel Wurrrie. Yes, sir. I can give you the totals verbally, 
perhaps. 

Mr. Puiuurrs. Do that. 
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Colonel Wutrrte. Total estimated for the nine projects, which 
are under construction or complete, at the time of authorization was 
$215,920,000. 

Mr. Putuurs. What do you estimate now total cost will be as of 
today? 

Colonel WHIPPLE. $382,579,000. 

Mr. Puruures. Was any reauthoriztion ever asked for any of these 
plants of the Legislative Committee in the Congress? 

Colonel Wu1rpP.e. Yes, sir. Some of these plants have two author- 
izations. The Norfork Dam and the Tenkiller Ferry and Narrows 
were authorized in each case in two different acts which changed the 
original authorization. But the final authorizations were all complete 
by 1946 for all of these projects and have since been constructed as 
authorized. 

Mr. Puiures. As I remember the testimony last night, the state- 
ment was pretty clear in my mind that the construction cost increase, 
which you testified is about $170 million, since the time the projects 
were authorized, was mainly responsible for the financial conditions 
and the proposed rate increases of the Southwestern Power Adminis- 
tration. Do you agree with that, Colonel? 

Colonel Wuippte. Sir, I could not really see how that could be 
because of the fact that in the first place these projects were all author- 
ized at a time when prewar cost estimates were still being used. Even 
in 1944 we were still using 1940 prices. 

I think that the significance of that can be understood from the 
Engineering and News Record Construction Index, which in 1940, 
from the middle of the year of 1940, stood at 242 and by the year 1947 
it stood at 413. 

So the original prices which had been used in 1940 were well known 
to be out of date by 1947. 

Moreover, the projects which were actually planned at that time 
were not exactly the same as were subsequently constructed. 

In most cases installed capacity was increased jfrom what was 
oneey thought about, and in other cases the dam was actually 
raised. 

We find on tabulating this that of these nine projects, they were 
authorized with total installed capacity of 460,000 kilowatts and they 
are now planned with an installed capacity of 601,000 kilowatts. 

Most of these changes had been made by 1947 so that again these 
original authorization estimates were modified, as well as the scope of 
the projects, and this was all done before the time that these situations 
arose that we are talking about. 

Mr. Puruurps. If I understood you correctly, then, the increase in 
the capacity, the increase in power which would be delivered for sale, 
is almost enough to pick up some part of the increase in cost? 

Colonel Wurppie. A very material part, sir; yes, sir. 


EFFECT OF CONSTRUCTION COSTS ON RATES 


Mr. Puitures. Then it seems to me as if the statement that the 
construction cost was mainly responsible, if I am correct in that 
statement, Mr. Wright, for the financial difficulties of the SWPA is 
not a correct statement. 
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Mr. Wricut. You are not correct in that because the financial 
difficulties of the SPA are not too large. We were contemplating a 
rate increase from the 5.6 mill rate to 6.44, and maximum of 7.13. 

In addition to that the increase in the cost of the dams on the 
figures as I have them, and they check, since the filing of rate A is 
51.7 percent, and that is $133 million. 

When you start to repay $133 million, and you can do it with a 
1 mill rate increase, certainly there are other factors. 

I didn’t mean, Mr. Phillips, to offer this in any spirit of criticism 
whatsoever. There are other factors which have Saeed absorb that 
cost. 

But that is the primary item which has increased in our estimated 
— i requires us to raise the rate approximately three-quarters 
of a mill. 

Mr. Puaiuuips. You were in the room the other day for part of the 
day at least, Mr. Wright, so you realize that this particular appropria- 
tions committee is concerned as to whether the methods of computing 
the prices at which power must be sold when the Corps of Engineers 
makes its report and cost-benefit ratio, and when the Department of 
the Interior or Bureau of Reclamation makes its analysis and the 
cost ratio, whether they come from the same figures. 

For example, it was perfectly obvious from some testimony that 
the Bureau, in figuring its costs, takes the rates in the estimates of the 
Federal Power Commission, while the Bureau does not. 

Therefore what would you tell this committee the basis upon which 
the costs were figured by the Southwest Power in order to gets its 
rates? 

Mr. Wrieut. I think that the benefit-cost ratio figure presented 
to the committee which I heard of $17.85 a kilowatt and 1% mills a 
kilowatt-hour per energy is the proper estimate to use in estimating 
benefit-cost ratio. 

Mr. Puiups. That is not the answer to my question. That is 
your opinion. 

Mr. Wrigur. I have not finished, Mr. Phillips. 

Mr. Puiuurps. I want to know the basis upon which you made the 
cost estimate. 

Mr. Wricur. We take the total cost that we have to be repaid 
plus the total cost of maintenance and operation, plus the cost of any 
transmission charges, plus the cost of purchasing power, and that 
amount of so many millions a year, the power we have for sale, and 
apply a rate for that power that will repay those costs per year. That 
is how the rates are set. 

Mr. Puiturrs. Did you take the figures furnished? by the Federal 
Power Commission as to the rates which should be charged? 

Mr. Wricut. The Federal Power Commission never furnished 
any such figures. 

Mr. Puiuurrs. Did they to you, Colonel? 

Colonel Wu1ppte. No, sir. They furnish us estimated cost of or 
value of power that will be produced. 

Mr. Puiturps. Upon that the rates are based. The Federal Power 
Commission does not set a rate but it furnishes figures or recommends 
figures upon which rates are fixed? 

Mr. Wriaur. No, sir; they do not. They do not recommend any 
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figures on the basis of which rates are fixed. I wish they would but 
they won’t. 

Actually the Federal Power Commission 

Mr. Puiuirs. Did I use the word “recommend”? If I did, it was 
in error. I don’t think they recommend. The FPC is a disin- 
terested agency which gets a lot of money from the subcommittee on 
which I am a ranking minority member, in order to go out and 
furnish a lot of figures on which rates presumably are based. 

If that is not done it will be possible for us to save a lot of money 
next year on that part of the budget. 

Mr. Wricut. Not on which rates are based but onwhich the esti- 
mates of the value of power are based which are figured in the cost- 
benefit ratios when you authorize the project. The Federal Power 
Commission on rates has us compute the cost that must be repaid 
and the rates that we recommend and will take only the action of 
confirmation and approval. 

Mr. Puruures. All right. But when you listed all the items that 
you took into consideration to set your rates, you did not include 
any figures furnished by the Federal Power Commission? 

Mr. Wriaur. No, sir; because they don’t make any computations 
of those costs. 

Mr. Puruuirs. Do you take any into consideration, in the Corps? 

Colonel Wuiprie. I think there is something which the Federal 
Power Commission does and contributes which assists in the establish- 
ment of rates indirectly, and that is in the cost allocation where we do 
consult with the Federal Power Commission as well as with the Interior 
Department. 

We are concerned mainly with the costs of the dam and the costs 
of the dam which are allocated to power, and both of those are, of 
course, essential to sound ratemaking, although they are not rates 
themselves, of course. 

Mr. Puiuures. You have already testified, Colonel Whipple, that 
you have a sheet there showing increases in costs, which is one of 
the things I wanted to ask about. 

I understood last night in the testimony that Southwestern Power 
figured an increase of 51 percent in the construction costs since 1947. 

Where did you get the figure, Mr. Wright? Did you figure that out? 

Mr. Wricut. Yes, sir. My staff computed it. I am quite sure 
it was computed from the cost estimates furnished by the Corps of 
Engineers to us, and those figures show that at the time A was filed, 
which I believe was the fall of 1946 instead of 1947, that the estimated 
cost was $258,826,000. The present estimated cost is $392,579,000. 
That makes an increase of $133,753,000, or 51.7 percent. 

Mr. Puriuurps. You confirm that, Colonel? 

Colonel Wurppue. No, sir, I cannot confirm those figures at all. 

_ In fact, some of them from the tabulation I have, we tried to check 
it and could not. 

For example, he has estimated cost in there of $38 million for the 
Bull Shoals project at the time Rate A was filed. 

The Bull Shoals project was authorized with an estimated cost of 
$42 million, which was $69 million in 1947. 

The project ultimately was constructed with $76 million—I cannot 
check those figures. I cannot understand where they came from be- 
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cause I am quoting from the official annual reports of the Chief oj 
Engineers where we do publish estimated costs of the projects. 

Mr. Puiturrs. One question to you would be in order now, Mr 
Wright. Were you using the same costs and were the projects the 
same projects that were anticipated at the time the SPA fixed its 
present rate schedules, that is when you figured 51 percent increas 
cost? Were you figuring from exactly the same figures and costs that 
you used here? 

Mr. Wrieut. Figuring it on the costs which I filed with the com. 
mittee porte. 

Mr. Puiuurps. Have you an explanation of the discrepancy between 
the figures? 

C:Mr. Wricut. No, sir; except that these cost estimates were changed 
a number of times during construction. One discrepancy the colonel 
mentioned, from $38 million to $42 million, I find here that at the 
time of authorization I agreed with him, that Bull Shoals was listed } 
at $42 million. (I 

Why it was later estimated, if it was, at $38 million, I have no ex-% \ 
planation of that. It is not much of a change and there probably ( 
is a reason for the discrepancy. These are the tabulations which 
my rate section gave me. 

We concur, Mr. Phillips, very closely on the total at the time of 
authorization of the present estimates. I believe the colonel said 
$215 million. That is my figure, also. 

Mr. Puruurps. We are talking generally at the moment, but we 
are discussing the setting of the rate. Apparently the colonel has 
testified, if I got it correctly, that Bull Shoals was about $76 million 
at the time the rate was filed. 

Mr. Wriaut. No, sir. He testified it was $42 million. 

Colonel Wurppte. I said it was $42 million at the time of author- 
ization, and $69 million in 1947. 

Mr. Puitures. When was this rate A filed? 

Ree Wriaut. In the fall of 1946, I believe. It was September 
of 1946. 

Mr. Puruurps. I would say there was quite a difference between 
$38 million and $69 million in setting a rate. Is there any evidence 
as to who or what was responsible for the increase in the cost of the 
project? 

Colonel Wuiprte. Yes, sir, I can give you that. 

In general, costs across the country had varied tremendously. 
The Engineering News Record Index indicates that since the middle 
of 1947 costs have gone up 56 percent for heavy consturction. 

Mr. Puiuurps. Fifty-six percent on a base of the original estimate’ 

Colonel Wurpprie. No, sir. The general index of construction 
prices has risen by 56 percent since that time. 

Mr. Paruuips. In other words, if we had 215, we will say, for the 
original estimate, you would take 156 percent of that and get what? 

Colonel Wuippte. If you go back to the original estimate, si, 
assuming you used 1940 prices, you would get an increase of 166 pel- 
cent. Prices are more than two and a half times today. 

Mr. Puiturps. Does that make it close to $382 million? 

Colonel WurprLe. On that basis you would actually be consider- 
ably higher than that. It would be $500 million. 
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hief off \fr, Paruures. Does the Southwestern Power repay the entire cost 
{the projects? 

W, Mul Colonel Wu1rriy. No, sir. They pay allocated cost. 

cts the \fr. Purtuies. Do you have a breakdown showing how that alloca- 

xed its ion Was made? 

ncrease™ Colonel Wurppue. Yes, sir. The first allocations that we tried to 

ts that sbulate systematically on these projects of which I have any record 
vere in 1952, and they were discussed between the agencies at that 

© com-Miime, and the allocated costs, according to the Corps of Engineers—— 


otween CHANGES IN ESTIMATES OF COST OF PROJECTS 


angel Mr. Puiiturps. May I put in the record the estimate which the 
colond f™Colonel said he had showing costs and changes in cost of the various 
at the Mprojects? 
} listed Mr. Maanuson. Off the record. 
(Discussion held off the record.) 
no ex-@ Mr. Maanuson. It may be inserted at this point. 
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COST ALLOCATION 


Mr. Putiuips. Have the allocations since 1952, or in there some- 
where, been reduced? Have allocations to other sources of money 
been increased and the allocations to Southwestern Power been 
reduced in any way in that time? 

Colonel Wuiprte. Sir, I can only testify on the Corps of Engineers’ 
allocations. 

Mr. Puiturps. You know what I mean, various things to which we 
allocate money? 

Colonel Wurppie. This sheet shows Southwestern Power Admin- 
istration allocations, and that was taken from memoranda which was 
on a joint work group. I cannot say how official they were at that 
time. 

None of these allocations are really final, but the data we had at 
that time showed the first cost allocated to power in these nine proj- 
ects of $220 million in 1952, and the adjusted figures in 1955 showed 
$192 million allocated to power. 

Mr. Putuurps. I would like to have that statement put in if it is 
all right. 

Mr. Maenuson. That may be inserted. 

(The matter referred to is as follows:) 
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Mr. Puiuurps. Then there has been a reduction amounting to $28 
million, which again suggests to me that that is not the only cause for 
the financial difficulties of the Southwestern Power Co. 

Colonel WurprLe. That is as far as the Corps of Engineers is con- 
cerned, sir. These figures are not fully concurred at either date. 
Certainly insofar as project costs and the portion of those project 
costs we consider should be allocated to power, there is nothing at 
least since 1952 that I can see which would have increased cost of the 
power to anybody. 


EFFECT OF CONSTRUCTION COST ESTIMATES ON RATIO 


Mr. Puiuurps. In view of this testimony, Mr. Wright, do you still 
maintain that adequate cost estimates are the primary cause of your 
difficulties? 

Mr. Wriaut. I certainly do. Cost allocation in 1952 is 6 years 
after the rates were filed in 1946. In the authorization of the Fort 
Gibson Dam it was authorized for $13 million and suggested that $8 
million be allocated to power and $5 million to flood control. The 
project cost $42 million and the allocation to Fort Gibson Dam now, if I 
can find it here, proposed allocation to power in the Fort Gibson Dam 
now is $15,600,000. 

Mr. Putuurpes. I confess that I do not get it as clearly as you do. 
It seems to me these other factors we have been talking about are 
certainly as much a reason in the failure of the SWPA as anything else. 

Mr. Wrieut. I don’t concur in the failure to start off with. I 
think the SWPA must adjust its rate upward by about a mill to cover 
increased costs we must repay, and major increase in costs comes in 
capital repayment required on the dam. 


POWER RATES WITH AND WITHOUT INTEGRATION 


Mr. Putuurps. Let me move along, then. I have some things that 
I think are more important than this. 

Last night you testified that a cooperative could produce power 
at 10 to 12 mills per kilowatt-hour by using a steamplant but could 
sell this power for 6% mills if integrated with hydro. 

Mr. Wriaeut. No, sir; I didn’t testify to that. If I did I testified 
incorrectly. 

The Oklahoma farmers 

Mr. Puruurps. It was pretty close to that in the figures of 10 to 12 

and 6% which you gave Mr. Cannon? 
_ Mr. Wrieut. No, sir. Mr. Cannon asked me, if they operated 
independently, what my estimate of their cost of delivering power 
would be to their distribution members. I said 10 to 12 mills. That 
is not producing power but producing it and distributing it. 

Mr. Puriurps. How about the 6% mills? 

Mr. Wrieut. The 6% mills would be the estimated rate that we 
could sell it for if the lease operating contracts were reinstated. 

Mr. Putuures. That is also cost of producing and delivering 10 and 
12, and 6% are comparable. 

Mr. Wricut. Comparable only to the tune that we add hydro- 
power, get advantages of integration of hydro with steam power, and 
a lot of things. 
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Mr. Puriuurps. I understand that. But in every year that I have 
had anything to do with reclamation and sale of power, which is some 
time, | aca that up in Mr. Magnuson’s area, where we have had 
about as good an experience with it as anywhere in the country, the 
integration of the various utilities, steam, power, and so forth, have 
resulted in a mutual benefit of about 15 percent. How can you get a 
benefit of 40 percent when our experience shows benefit of about 15 
percent? 

Mr. Wricur. Because the cooperative operating alone would be 
limited to loading their system to about 30,000 kilowatts. We would 
load the system not only with distribution cooperatives but municipal 
and other loads to about 70,000 kilowatts. One of the loads would be 
25,000 kilowatts at Tinker Field, Okla., which is a Federal load. 

Mr. Pariurps. Mr. Magnuson, do you want to comment on that? 
Do you think it is possible in an area like Washington, where you 
have had experience—I think you have as broad a coverage as any- 
where in the United States—that you can only get 15 percent benefit? 

Mr. Maanvuson. I cannot understand it. I do not question 
Mr. Wright’s judgment on it. 

Mr. Wriaeur. | do not know, Congressman, that you have had a 
situation where cooperatives build a system as they did in Oklahoma, 
justified and based on an integrated operation as this Western Farmers 
System was, capable of supplying 70,000 kilowatts of power require- 
ment when their own load is 30,000 kilowatts, that they have to operate 
independently. This system is larger than their own. 

Mr. Putuures. Let me tell Mr. Magnuson something about the 
testimony last night. Mr. Wright, you said in purchasing this power 
you would like to purchase, vou were not picking up any customer 
load serviced by a private utility. 

Mr. Wriaut. That is correct. There are lots of loads of the SPA 
that private utilities do not serve. Every red dot on that map is a 
town that owns its own generator. 

Mr. Puruuies. And the only way the cooperatives could do it was 
to contract for peaking coverage? 

Mr. Wricur. I do not know how they would; I know how this 
system would. 

Mr. Puiuures. How about the city of Springfield? 

Mr. Wricut. They generate no power and they buy from the 
United States Government, and they buy the additional power they 
require from the Empire District Electric Co. under an intermittent 
contract to do that every year or so. 


REPAYMENT OF FEDERAL INVESTMENT IN SPA 


Mr. Puiturps. So we have you now where you have created an or- 
ganization with authority to sell surplus power and you indicate they 
can go out and buy steam power to supplement that, and you have 
the Corps of Engineers build the plant which has cost some $5!) 
million more than was estimated. Now let us get the amount of 
money you have put into it. The figures handed to us at the begin- 
ning of the hearing today indicate the appropriations up to date, iN- 
cluding 1954—how about 1955, or the request for 1956? You re- 

uested appropriations, or we gave you appropriations of $6,591,712. 
he expenditures during that time were $5,116,471. What I wanted 
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to find out was how much you returned to the Federal Government 
in that time of the $5 million for operating expenses. How much of 
that, if any, have you paid back to the United States—any? 

Mr. Wricut. Yes. We have paid back the total amount and we 
returned out of that appropriated, that we never expended at all, 
never took out of the Treasury in the first place, $178,722. 

Mr. Puiuures. Suppose you just give me the figure of the amount the 
Federal Government has advanced to you from your inception to date 
for operating expenses, which has not been repaid. Could you do 
that? 

Mr. Wricur. Yes, sir. I will have to add them up. (After a 
pause.) We had a total, if my addition is correct, of approximately 
$6,591,000 appropriated. We never did utilize $1,475,000 of that. 
We did utilize $5,116,000 and, up to a year ago, our rates were ade- 
quate torepay that total of $5,116,000 into the Treasury, out of revenues. 

Mr. Puiturres. You mean, according to you, you paid the Govern- 
ment nothing on operating expenses? 

Mr. Wriaurt. I think we are about $1 million in the red on every- 
thing. How much of that belongs to operating expenses, I do not 
know. 

Mr. Puruuires. When you say “everything,” do you separate the 
construction appropriation? 

Mr. Wricur. The construction appropriation is repaid on the basis 
of a 50-year period. 

Mr. Puiturps. You show $25,089,782 advanced by appropriation. 
What I am trying to find out is how nearly self-sustaining are you; 
how much can you expect or would you have expected if this combina- 
tion plan of yours had gone through and the Federal Government 
continued to appropriate money. 

Mr. Wrieut. The Federal Government will always have to ap- 
propriate money; because every cent we receive goes into the Treasury 
directly and anything we get to expend for the program comes out of 
appropriations. 

Mr. Puiuuies. Then on the basis of what we call a normal balance 
sheet, supposing you were operating a private institution, how much 
would you have to have? Would you have to have anything from the 
Federal Government? 

Mr. Wriaut. Not when we raise our rates to the proposed base now 
before the Federal Power Commission. 

Mr. Puttures. Would you include in that any interest on the money 
that the Federal Government has advanced? 

Mr. Wriaut. Two and a half per cent on every dollar. 

Mr. Puriures. And including full depreciation? 

Mr. Wrieut. Not only full depreciation, but including depreciation 
on certain items of capital investment. 

Mr. Putuures. That are normally carried by a corporation? 

Mr. Wriaut. Yes, sir. 

Mr. Puiiures. Would you include in lieu taxes, or anything like 
that, which you would have to do if you were a private utility? 

Mr. Wricut. There are some new formulas used in computing 
cost allocations with which I am not familiar enough to discuss, about 
an imputed tax of some kind. I do not know enough to talk about it. 

Mr. Puiuurrs. Do your allocations agree with those given me by 
Colonel Whipple? 
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Mr. Wricut. Yes; I think we are in close agreement with those 
allocations that the Army has presented. 


COERCION WITH RESPECT TO ORIGINAL CONTRACTS 


Mr. Puttures. Now we get up to the present time, or a year or so 
ago when you wanted to go into this deal with the REA or the other 
corporations, with which I was not entirely familiar—I mean I do not 
quite understand—and you did that because you felt, by doing that, 
you would be able to dispose of this power at a greater profit, shall we 
say, to yourself? 

Mr. Wrieur. No, sir; not a greater profit. 

Mr. Puitures. What would you call it? 

Mr. Wricut. What we would do if we were to sell this power for a 
profit, is we would sell it to the highest bidder at the dam site. We 
know who that would be; that would be the private utility companies 
which would buy it all at the dam site. There is not any question 
about that. 

Mr. Purtures. What customers are not now being served with power 
without regard to the source of that power, which would have been 
served if this lease purchase contract were in force today? 

Mr. Wricut. There are not any customers not being served now. 
The question is what they are going to have to pay for that service. 
T want to make it clear that in my judgment the successful operation 
of SPA is not tied to these lease operating contracts in any way 
whatsoever. 

Mr. Puituips. You remember last night I asked for a copy of the 
REA contract, because I had considerable familiarity with the REA 
cooperatives and am for them, and I call your attention to an item 
from the Rural Electric Cooperative Act, section 437-2, subsection 
(j), which reads: “To borrow money and is empowered to contract 
rae therefor, secure payment thereof by mortgage,”’ and so 
forth. 

Now why are you at a complete standstill because you could not 
get money from the taxpayers of the United States? Why do not 
you, or the REA cooperatives, just go out and borrow money and put 
up transmission lines, and create this mutual grid? 

Mr. Wricut. They already have the transmission lines; so if we 
got the contracts, we would secure the use of the mutual grid. And 
there are two parties to the contract, the cooperative and us and, s0 
far as J know, they have not made any contract with anybody except 
the Government. 

Mr. Puiuurrs. Did all of the coops come into this lease purchase 
contract without any coercion; did they do it willingly? 

Mr. Wriaat. Certainly they did it willingly. 

Mr. Puiturps. Was Sho-Me Power Corp. one of them? 

Mr. Wricut. Sho-Me Power was one of them. 

Mr. Patuurrs. I never heard of them before J got this letter which 
came in my mail a couple of days ago. On page 2 of the letter from 
Sho-Me Power addressed to Mr. Aandahl, I read that ‘“Sho-Me be- 
came a member of Central only under protest”’ 





Mr. Wricut. The Central Cooperative is not a member of these 
lease operating contracts. 
Mr. Puiuurps. It is not the same thing? 
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Mr. Wrienut. No, sir. 

Mr. Puiuurps. It says that ‘“SSho-Me became a member of Central 
only under protest and only under the conditions imposed by REA as 
outlined in Mr. Gerth’s letter” and so forth. 

Mr. Wrieut. I do not know what REA as a banker for coopera- 
tives would require them to form in the way of a local organization 
to get their loans; but they never entered into any contract with the 
Government under coercion of SPA. 

Mr. Putiurrs. Now, wait a minute: You say you had nothing to 
do with it? 

Mr. Wriaur. I said I did not force them into it. 

Mr. Pumures. Then I have this letter from Mr. Gerth, who is 
Chief, Applications and Loans Division, for the REA, which is in 
Washington, and one of the stipulations and provisions was that 
before Sho-Me could get the requested loan, that the borrower had 
to execute a contract with the Southwestern Power Administration 
covering the construction and lease of transmission facilities for which 
funds have been provided in this loan for a period of 40 years which 
is satisfactory to the Administrator. 

Do you still say there is no coercion? 

Mr. Wriaut. I say any banker making a loan has a right to make 
the fellow borrowing the money, if he wants to borrow it, make cer- 
tain showings. I do not think he forces him to take the loan. 

Mr. Puruuips. That is not considered coercion? 

Mr. Wriaurt. No, sir. If it is, then bankers coerce them every 
time they go to one of them. 

Mr. Puruurps. Then here is Mr. Martz. Who is Mr. Martz? 
He testified before Mr. Jensen this year. 

Mr. Wrieut. Mr. Fred Martz, I believe, is the gentleman who is 
the manager of the Northwestern Cooperative. 

Mr. Puiuures. Has he anything to do with the Government? 

Mr. Wriaut. Yes; his cooperative had a contract with the Gov- 
ernment 

Mr. Puruuips. Mr. Jensen asked him, ‘Were you anxious to sign 
that contract with the clause in it that the SPA could finally take all 
the property away from all cooperatives in the area,’ and he says 
“T was not employed at this time; I cannot answer that question.” 

Then Mr. Karns, who appears to answer for him, says that the 
cooperatives were opposed to it, but the attorneys in the Interior 
Department insisted on that being in the contract. 

Still, not coercion? 

Mr. Wrieut. No, sir; there is not any coercion in this contract. 
We have a right to insist on the terms of the contract which the 
Government takes from them, and the terms of that contract were 
these: We pay a fixed leased payment for these facilities every year, 
just like buying a house, and | thought it was to the best interests of 
the Government, if we were going to have to pay for the facilities, to 
have them do it. 


SPA ReEQvUEsTs FOR STEAMPLANTS AND TRANSMISSION LINES 


Mr. Puriurrs. But there is just a little distinction between not 
being coerced and the illustration you gave. The banker does not 
come around and complain about being coerced or not coerced. It is 
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the person trying to borrow money, and here you come in and com- 
plain that you did not get any money from the Federal Government 
last year. I have not seen those cooperatives around this table 
complaining that they did not get any money last year—have you? 

Mr. Wriaeut. I did not complain. Last year, we never asked for 
any. 

Mr. Puruurps. I guess I misunderstood you about last year. | 
thought you were rather excited because you did not get any money 
in the bill last year. F 

Mr. Wriaut. No, sir. We never asked for any last year. 

Mr. Putuurrs. Were there any budget requests? Maybe we had 
better go over to my friend sitting on the right. Mr. Aandahl, 
were there any budget requests or plans for plants and transmission 
lines in this year’s budget or last year’s budget, or as far back as you 
want to go? 

Mr. AANnDAHL. There have not been any for a steam plant recently. 

Mr. Puruures. How long ago? 

Mr. Aanpaunu. But I believe in the justifications for the appropria- 
tion before the committee and reported on June 30, 1947, there was a 
request for funds for a steam plant. 

Mr. Puriures. What happened to it? 

Mr. AANnpDAHL. It was not approved by Congress. 

Mr. Wrieut. And there has never been another one. 

Mr. AanpvAuL. There is an item here for electric generating facili- 
ties, fuel, $6,688,230. 

Mr. Puiuures. I was here in 1947. Did not that request also have 
in it quite a few miles of transmission line? 

Mr. Wriaut. $21 million worth. 

Mr. Puruuipes. But you did not get it? 

Mr. Wriaut. No, sir: and we have never asked for that since. 
When Congress makes a decision, we have not violated that decision; 
neither have we violated the jease operating contract. 

Mr. Puiuures. If you do not get the $21 million worth of lines, was 
this lease-purchase deal thought up later to see if the same lines could 
be purchased? 

Mr. Wriaut. No, sir, not the same lines, because the lines in the 
$21 million were an entirely different set of lines. The Government 
had built or partially built a big steam plant over at the aluminum 
operation; the Government had also financed a transmission line 
running from Markham Ferry to Lake Catherine, Ark., and included 
in the $21 million was a proposed interconnection of the dam to be 
constructed and a partially completed Government steam plant at 
Lake Catherine, and another proposed steam plant at Gilmer, Tex., 
for the purpose of firming the hydropower to be produced in this area. 
Congress said they did not like that solution and that was the end 
of the solution. Actually it was a beautiful steam plant 





AvutHority To PurenAse THERMAL POWER 


Mr. Paruures. I want to say this personally, that I do not find 
in this act any authority for the Southwestern Power Administration 
to generate or purchase steam power for resale, and it is apparent to 
me you have no legal authority for that generation or purchase. 

Mr. Wricut.. Then apparently you differ with the opinion of the 
Federal courts, because they have held we do have the authority. 





bs 


te 


us 


bi 


in 
Ww 





find 
L10n 
t to 


the 


111 


Mr. Puiuurps. Well, I think I would have to accept that as an 
authority; except, not being a lawyer, I can differ with them. But 
I have learned this much about law, that I have to read the decision 
and see just what the court was handing down the decision on; 
because I have been told in some preceding cases that the court had 
decided for or against a certain matter, only to discover that they 
handed down a decision on the point that somebody forgot to put a 
comma in a brief that they filed in the superior court, or something 
just as technical. 

Mr. Wriaut. Well, Judge McLaughlin’s decision would be very 
worthwhile for this committee to re ad, because it is a very complete 
decision. 

Mr. Puiuurps. If you will get if for me, I will promise to read it. 

Mr. Wricur. I will do that. 


FINANCIAL STATUS OF CO-OP’S 


Mr. Puiiurps. Somewhere I had a note about these cooperatives 
themselves being up to their ears in debt and being on the verge of 
bankruptcy. Do you remember that? 

Mr. Wricur. Yes, sir; but that is not my testimony. 

Mr. Puiuurps. No; that was the chairman’s (Mr. Cannon’s) 
testimony last night. 

Mr. Wricur. I believe you used the word dissertation, sir. 

Mr. Puruuies. The way I read it was that the cooperatives had 
gotten a little enthusiatic and gone out and gotten themselves involved 
in borrowing money a little in advance of when they should have done 
it. Is that the way that you would interpret it? 

Mr. Wriaur. That is not the way I would interpret it. I would 
have read that paragraph about the availability of the appropriation 
a little more carefully than they did. 

Mr. Putters. When you make your rates, how do you make them? 
You spoke last night of the additional use of deep freezers and air 
conditioning and, of course, you have the normal commercial uses. 
Do you also sell power down there for heating houses? 

Mr. Wricut. Very little of that up to this time—practically none. 
The hot season is too short. 

Mr, Puiiurps. When you do sell it, do you make a higher rate for it? 

Mr. Wriaut. No, sir. We just have one rate, regardless of the 
use to which the power is put. 

Mr. Puiuuips. You just sell it wholesale? 

Mr. Wriacur. Yes, sir. 

Mr. Puitures. And you make no effort to control the people who 
buy from you wholesale as to what purpose they shall use it? 

Mr. Wricut. We never have made any effort. For a long time 
in Our contract we wrote a provision in there we were going to, but 
we never did, and now we have done away with the provision. 

Mr. Puitures. Who did you say Brazos buys from? 

Mr. Wricut. Brazos buys from the Texas Power & Light Co. 
They have a steamplant of their own at Belton, Tex., and buy power 
from the State of Texas, the entire output of King Dam; they buy 
5,000 kilowatts from Denison Power, and the entire output from the 
Whitney Dam. 

(Discussion off the record.) 
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Mr. Putuurrs. Now here is a note I have, that the cooperatives 
had borrowed $70 million and were on the verge of bankruptcy. | 
wanted to ask somebody what they borrowed it for. I presume the 
— has already been given that they borrowed it to extend their 
ines. 

Mr. Wrieur. To build the lines and power plant—the lines shown in 
brown, which are in western Oklahoma, in western, central and south- 
ern Missouri; also to build a power plant at Anadarke, Okla., and 
Missouri City, Okla. 

Mr. Puruuips. Now, Mr. Chairman, I will yield my remaining time 
to Secretary Aandahl. 


GENERAL STATEMENT OF ASSISTANT SECRETARY AANDAHL 


Mr. Aanpanu. Mr. Chairman, may I say that I think the quest’ on- 
ing has brought out most of the information that is needed in the 
problem before the committee and, as I see it, the major problem is 
whether or not the inoperative contracts should be reactivated. 
And I would like to say it is my opinion that it would be inadvisable 
to reactivate those contracts at this time. 

As the testimony has indicated, a new rate schedule has been filed 
with the Federal Power Commission. That rate schedule involves 
the charge of 7.16 mills to the direct customers of the Southwestern 
Power Administration, and the charge of 7.33 mills to those customers 
who buy peaking power and make their own provision for its integra- 
tion with steam and the development of a load factor that is usable 
by the customer. Those rates were submitted after a lengthy and 
extended analysis. 

I quote from the material that was submitted by the Administrator 
last night: 

All power rates of the Administration, excluding those contained in contracts 
with private utility companies, expired on February 13, 1953. 

Incidentally, I went into my present office on February 10, 1953, 
and ever since that date of February 13 I have been writing letters to 
the Federal Power Commission asking them to extend the old rate for 
interim periods until we could get this new rate study before them. 
We delayed submitting the new rate study for several reasons. First, 
there was this problem of cost allocations. About a year ago a cost 
allocation formula was agreed to by the Department of the Army, 
the Department of the Interior, and the Federal Power Commission, 
and the cost allocations that were used in the rates that we have just 
submitted to the Federal Power Commission have been worked out in 
accordance with that formula and with very minor details that were 
agreed to by the three Departments I just referred to. And I think 
we have good cost allocations in this rate schedule we have submitted. 

Then, just about the time we were ready to submit that rate sched- 
ule some few months ago, we were experiencing the most severe 
drought in the area on record and the production capacities of the 
projects were somewhat reduced by the new water record that was 
established. We hoped to wait until we could get that measured 
before we could submit rates that would be based upon the latest 
hydrological information. We also needed to wait until we got far 
enough along on the negotiation of the replacement contracts for the 
inoperative contracts, so that our rate schedule could be geared to the 
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marketing arrangements we have under the new arrangement. That 
is the basis on which these new rates have been submitted. 

Now I am confident—and my opinion differs a little bit from that 
expressed by the Administrator earlier in this hearimg—lI am confident 
that if the inoperative contracts are not reactivated, the rate will 
have to be at least 8 mills instead of 7.16 mills. I have informal 
opinions that indicate that in order to provide pay-out, it might have 
to be higher than that. If that is the case I do not think the activa- 
tion of those inoperative contracts will offer the G. & T.’s any ad- 
vantage over what can be accomplished by the new approach of 
integration that is currently being negotiated. 

I feel that very good progress has been made on that. We have 
been at it for 2 years, it is true; but it is quite a problem when you 
break away from a pattern established under a contract and expect 
the rural electric cooperatives to work out the details that would have 
to be put into the new integration contracts and be confident in their 
own minds that this new arrangement was going to be satisfactory 
for them. It is something you just could not plunge into in a few 
weeks or months of negotiation. It requires a long period; but I 
think real progress has been made. 

I want to say the contract that was made a part of the record last 
night is, in my opinion, a very good contract and the only material 
point in that contract that has not been determined is the amount of 
power that could be included in it. We have delayed putting those 
figures in; although they appeared in the earlier draft submitted by 
Northwestern and Kansas City Power & Light, we have failed to 
put any figures in this draft which has been released to the public in 
general, because neither we in the Department of the Interior, nor 
the REA Administrator, has been able to decide just how much of 
this 130,000 kilowatts that is available for this type purpose could be 
placed in each one of those contracts. We are waiting until the other 
G. & T.’s get a little further along in their negotiations so that we can 
have a better understanding of the proper distribution of the 130,000 
kilowatts that are available. 

But I do have confidence that satisfactory replacement contracts 
can be worked out reasonably soon if this Congress will continue to let 
it be known that the old inoperative contracts are not going to be 
reactivated, and we should continue our efforts to solve the problem 
by this other approach. And I do think, policywise, the other ap- 
proach is the better approach. 

There is no question but what each contract would provide the 
integration of hydro with a quantity of steam as one way of handling 
it, and probably in the final analysis would have worked out very 
much as the Administrator indicated it would work out; except I 
think the rates would have been higher than he estimated they would 
be. But from the policy point of view, I think it is desirable that the 
Federal Government not get as deeply into the buying and reselling of 
steam power as involved in those inoperative contracts. I think 
that we should keep ourselves more closely to the purpose of marketing 
the hydroelectric power that comes from these multiple-purpose dams. 
I feel that is the valuable contribution that the Federal Government 
can make to the power requirements of an area and, policywise, we 
have been doing our best to keep the marketing pretty close to the 
hydroelectric element and let the purchaser of that power provide the 
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ways and means to integrate with the steam in the area. And, policy- 
wise, I think that is a very desirable way to handle the marketing of 
this hydroelectric power that the Federal Government has. 


STATUS OF NEGOTIATION ON PROPOSED CONTRACTS 


Mr. Ritey. Mr. Aandahl, you said you thought if we would con- 
tinue the present policy, it would be very soon that you would be able 
to consummate these contracts. I wonder if you could give me an 
estimate of the time you think it would take? 

Mr. AanpaAnu. The Department of the Interior is ready to approve 
this contract with all 5 of the G. and T.’s as quickly as we can decide 
how many kilowatts should be in each contract. 

Mr. Ritey. How long will it take to make that decision? Ap- 
parently this thing has been hanging fire for some time. 

Mr. Aanpauu. That decision, I think, can be made quite quickly 
when we see what the REA Administrator says about the integration 
contract that will be worked out between the G. & T.’s and the utilities 
with whom they are integrating. And until we see those contracts, 
which will be made a part of the hydro contracts and attached to them 
as an exhibit—until we see those integration contracts which are the 
business relationship between the G. & T.’s and the private utilities, 
which is the only way for us to measure just how much of the hydro- 
power is needed in each one of those contracts, we do not know. But 
I think we are rapidly approaching the time when those contracts 
will be before us. 

I have had indirect telephone information that three of those 
integration contracts have been informally reviewed by the staff 
members of the REA Office, but I do not have any detailed or specific 
information. 

I would think that with support from Congress these contracts 
would be completed in 4 or 5 months. 

Mr. Riney. Are contract negotiations proceeding with Western 
Farmers and Central? 

Mr. AANDAHL. Yes, Western Farmers has been exchanging ideas 
with the Oklahoma companies. The Oklahoma companies have made 
them a definite offer. That offer is not acceptable to Western Farm- 
ers in every detail. I don’t know just what the problem is, but an 
offer has been made. 

I think probably Central is the farthest behind in negotiation, and 
I do not know just what its status is. 

I have had a great deal of encouragement on the progress that is 
being made by Kamo and by Sho-Me. I think that they are out in 
front enough so they might be able to jump in even ahead of North 
western. 

Mr. Ritey. How about your trouble with Central? 

Mr. Aanpant. Well, it is difficult for me to know just the prob- 
lems that the different cooperatives have. They are each dealing 
with somewhat different private utilities, and each of them have 
problems that are a little bit different from the other. 

I wouldn’t want to comment on just what their problem is which 
has held them back. 

I do know that quite a number of the cooperative people who have 
been engaged in these overall negotiations have had a desire to re- 
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activate the inoperative contracts. Some have been very anxious to 
get replacement contracts, but those are all factors that have had to 
be recognized in the negotiations that have been under way. 


INTERIM CONTRACTS 


Mr. Rixey. If it will take some 5 or 6 months, even if this present 
policy is continued, what are you going to do for funds to operate 
the interim contracts? There is apparently no request in here. 

Mr. AANDAHL. The cooperatives can operate without interim con- 
tracts that require an appropriation on the part of Southwestern Power 
Administration. 

If that is done, Southwestern Power Administration will not be 
making a contribution to aid in their financial difficulties. But as far 
as actual operation and availability of power is concerned, we do not 
need an interim appropriation. They have direct connections with 
our facilities. We can sell them hydroelectric power. They have 
generating facilities of their own. 

The only matter that is involved in an appropriation to implement 
interim contracts is to have a fund with which we can give financial 
assistance to the cooperativ es in their apparently difficult position. 

Mr. Ritey. Won’t the cooperatives be in a worse condition the 
longer this thing runs? 

Mr. AANDAHL. That is correct. 

‘Mr. Ritey. Mr. Phillips? 

Mr. Puruurrs. You were here last night, Mr. Chairman. You 
remember that in the course of the discussion over the fact that the 
previous committee did not approve or authorize some appropriation 
which had been requested, the chairman of the Full Committee, who 
was then sitting as chairman of this subcommittee, referred to that 
committee as gullible, if you remember. 

Mr. Ritery. I do not recall that. 

Mr. Puiuurrs. I took pains overnight to look up the membership 
of that Committee and I find it consisted of Mr. Jensen of Iowa, 
Mr. Budge of Idaho, Mr. Fenton of Pennsylvania, Mr. Norrell of 
Arkansas, and Mr. Kirwan of Ohio, and I am also advised from the 
records that their decision was a unanimous decision. 

I would like to put on the record the fact that I do not believe 
many members of Congress would agree with the adjective “gullible” 
as applied to that particular membership. 


APPLICATIONS FOR POWER 


Mr. Ritry. You have a list of applications for power which the 
Southwestern Power Administration has received in the past year? 

Mr. Wrigut. Not complete enough to furnish the committee their 
very complete list, and I would like to furnish that, Mr. Chairman. 

Mr. Riney. Will you furnish that for the committee records and 
show the quantity and type of energy desired and the dates of the 
applications. 

Mr. Wricut. Yes, sir. I have that request already recorded. . 

Mr. Rixey. If there are no other questions we will adjourn. 

Thank you, gentlemen. 
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